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THE THREE-PER-CENT. FUNDING BILL. 


Elsewhere will be found the text of a new bill, which 
has been approved by the Senate Finance Committee, provid- 
ing for the funding of $ 200,000,000 of the three-and-half- 
per-cent. bonds at a slightly reduced rate of interest. The 
bill was not favored by the Secretary of the Treasury, and 
the objections to it are so numerous and apparent that one 
can hardly help wondering how it passed through the com- 
mittee so easily and quickly. It may be that its opponents 
did not care for a hearing before the Senate Committee, 
feeling confident that its life was very short in any event. 

No funding bill is in order until the questions are settled 
whether the present system of taxation shall be continued, 
and how much shall be applied toward paying the public 
debt. If Congress determines to continue the present sys- 
tem of taxation in its essential features and to apply the 
surplus in the present manner, then nothing is clearer than 
the wisdom of keeping all the three and a half per cents. 
within the cail of the Government. To refund these into 
time bonds, like the fours and the four and a half per cents., 
is to put the payment of the debt beyond the reach of the 
Government. High as the premium is on the two latter classes 
of bonds, it would rise still higher if the Government could 
not call in the three and a half per cents. when it pleases. Its 
ability to get them without paying a premium is a very de- 
sirable power for the Government to possess, not only be- 
32 








490 THE BANKER’S MAGAZINE. [ January, 






cause of the saving which may be directly effected in dis- 
charging these bonds, but in giving an alternative to the 
Government in paying its indebtedness. If all the bonds 
were payable at fixed times the Government would be at 
the mercy of the bondholder, nor would he be slow to exer- 
cise his power. 

But this, we fear, is the very reason why some persons 
are so desirous of changing the nature of the three-and-a- 
half-per-cent. bonds. They do not wish to have them paid, 
and they think if they can get a part or all of them changed 
into other bonds payable several years hence, they will suc- 
ceed in accomplishing their purpose. The payment of a 
premium in order to get them would be very unpopular, 
and thus the hands and feet of the Government would be 
tied, and debt-paying would cease. 

Now, one of the remarkable features about this movement 
to stop National debt-paying is, that it is confined very 
largely to bondholders. The tax-payers desire no such 
thing. The payment of interest is for the benefit of the 
bondholder, and he should not insist in fastening upon the 
country the policy of maintaining a perpetual debt for his 
benefit. If he succeeds he will discover after a time the dis- 
tastefulness of the policy to the people, and the danger, 
when the shadows of distress fall, of their relieving them- 
selves of their burden in a summary manner. Senator Sher- 
man and his coadjutors are making a serious mistake in 
thus trying to tie up the power of the Government to reduce 
its debt, and holding up for imitation the policy of the debt- 
depressed governments of the old world. The American peo- 
ple desire to bequeath no such legacy as a National debt to 
future generations. Senator Morrill’s recent speech on this 
subject has the true ring, and we wish it might be read 
by every one. 

If the Senate bill were passed there would be a reduction 
only of $1,000,000 annually in the interest account. Surely 
this would be too small a saving to justify the sacrifice of 
the privilege now enjoyed by the Government. That million 
and many millions beside can be more easily saved by amend- 
ing the Pension bill, so as to cut off the monstrous frauds 
now daily perpetrated by it. Economy is always in order, 
and the pension fraud is a most inviting field for all the 
economy debt-funders to enter. They can easily find out how 
to save not only a million dollars annually, but a great deal 
more than the entire interest for many years on the two hun- 
dred milions proposed to be refunded. 

It is true that some persons profess to fear a collapse of the 
National banking system if the National debt is paid. But 
there is no real ground for such fears. The London LZconomist 
very pointedly says “that it would be monstrous to maintain 
a National debt simply for the purpose of basing a note 
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currency upon it; and if the debt were all swept away, there 
would be plenty of other and better foundations for a note 
issue left.” There would be no difficulty in replacing the 
Government bonds with others quite as safe, and issuing a 
circulation based thereon and guaranteed by the Government 
which would be just as secure for the people as that now in 
use. 

What the Committee of Ways and Means are likely to do 
about cutting down taxation and reducing the present sur- 
plus or diverting it to other uses it is too early to predict. 
The reference of the bill for reducing the tax on tobacco to 
the Committee of Ways and Means instead of agriculture, 
where its friends wished to have it go, is regarded as an in- 
dication that the House does not favor any radical change 
in respect to internal taxation. The House stands so much 
nearer to the people than the Senate that public opinion will 
be more clearly reflected in its action, and consequently there 
is less danger of an overturning of our present policy in the 
management of the debt than there would be were the Senate 
the controlling force. 





RENEWAL OF THE NATIONAL BANK ORGAN- 
IZATIONS. 


Within fourteen months the charters of three hundred and 
ninety-three National banks expire, and doubtless at an early 
day Congress will be asked to amend the law so as to per- 
mit them to continue their business. It is true that under 
the existing law they can reorganize, but this is not an easy 
process. The affairs of the existing corporation must be set- 
tled; the surplus, if any exists, be divided ; and in the event 
of a reorganization trustees, executors, and others acting in 
a fiduciary capacity would probably have no authority to 
subscribe for stock in the new organizations. 

The great merits of the National banking system none will 
deny. It has been carried to a higher degree of perfection 
than any previous system. Its earlier defects have been 
remedied, and although the system is not perfect, yet no one 
has the hardihood to attempt the uprooting of it with the 
hope or expectation of putting a better one in its place. 

One of the worst errors at present adhering to National 
banking does not grow out of the system, but out of the 
possession of money—the feeding of the fires of speculation. 
This has been done on a gigantic scale during the last few 
months, but it would have been done just as quickly under 
any other banking system, or perhaps if there were no banks 
at all. Indeed, far as the banks have gone in this direction, 
their managers probably have been somewhat restrained by 








































, 8 gs ry ’ - oar ar ‘ 
see SL EE OL TL OT I, LT IE a 


ees! SENS EI 








492 THE BANKER’S MAGAZINE. [ January, 


the consideration that they were acting for others and not 
wholly for themselves. 

It is probable that some amendments will be engrafted 
upon the law, especially one preventing the banks from sud- 
denly retiring their currency without any notice. Within a 
few months a large amount has been thus suddenly retired, 
causing a sharp disturbance in the money market. Such a 
provision would seem to be wise in order to prevent a rapid 
and unprepared contraction of the currency. Possibly, too, 
the recent bank failures may suggest how bank examinations 
can be conducted with more efficiency. But the law, in its 
main features, is not susceptible of many improvements, and 
there will be much surprise should opposition arise to renew- 
ing the life of the banks now existing. They have performed 
a good. service to the country, far outweighing all evils 
springing from the system. 


THE PRESENT ASPECT OF THE SILVER QUESTION. 


The recent utterances of the President, the Secretary of 
the Treasury and the Director of the Mint on the silver 
question have invested it with a fresh interest, although it 
will not be denied that these officials have given this promi- 
nence to the question because it is so vital to the people. It 
is clearly seen that the time has nearly come when, if the 
coinage of silver is continued in any considerable quantity, a 
disturbance will be crea‘ed in our circulating medium. The 
quantity of silver dollars thus far injected into it has pro- 
duced no harmful result; but surely this cannot be done 
much longer without producing very injurious consequences. 

When this question was revived a few years ago, those 
who discussed it most actively were divided into several 
classes. First may be mentioned those who stoutly main- 
tained that it was impossible to form a harmonious union 
between gold and silver; they might be legally married, it 
was admitted, but such a marriage would be after all only a 
sham; there could be no real union between the two 
metals. Secondly, there were those who contended that 
such a union was entirely practicable; others strenuously 
urged that some nations ought to use gold as a basis of 
their monetary circulation, and others silver. There was 
another class, however, having no clearly cut opinions, but 
who maintained an attitude of expectation, waiting for 
events to unfold themselves before determining what ought 
to be done toward reaching a definitive solution of the 
question. They kept their minds open to learn, and then to 
decide : 
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Now, since the first appearing of the question, several facts 
have clearly risen into view which cannot be ignored in 
settling it in a satisfactory and durable manner. 

First, of the two metals, gold surpasses silver in many 
ways in its fitness for money, and if there were enough to 
supply all the more enlightened nations of the world, it 
would be desirable to use gold alone for a monetary stand- 
ard. Of course, we do not mean to assert that silver might 
not be advantageously used for a subsidiary coinage. Our 
remark only applies to the use of gold as a standard of 
value. It is true that in using the two metals there is a 
tendency to the equalizing of their values, because the one 
possessing the least value is more employed than the other, 
and the effect of thus employing it is to appreciate its value 
and to depreciate the value of the other. Nevertheless this 
and every other advantage arising from the use of the two 
metals are not equal to the disadvantages of using both, if 
there were gold enough to satisfy the monetary needs of the 
world. 

Secondly, the events of the last few years have strikingly 
shown that there is not gold enough to supply those nations 
which want it to form the basis of their circulating medium. 
What, then, do we see? A scramble among European na- 
tions for gold which is likely to give birth to very serious 
consequences. 

Thirdly, while it is desirable for nations to move toward 
the adoption of a single gold standard, nothing can be 
clearer than that this step must be taken slowly, and any 
attempt to do otherwise is sure to prove very costly. | 

When the California mines were discovered, the tariff of 
1846 was in full operation, by which the flood-gates were 
opened to foreign importations. All the gold found there 
was transported to New York and other cities on the At- 
lantic, remained in them a short time, and was then sent 
across the ocean to liquidate the balance of trade which 
was constantly accumulating against us. The civil war 
followed, and what gold we had left was not needed after 
the suspension of specie payments, and that too vanished 
from the country. With such enormous quantities pouring 
into Great Britain, it was easy for her to accumulate enough 
gold to form a broad and safe basis for her monetary 
circulation. France also, and other European nations, though 
not getting so large a share, yet added largely to their 
store. 

Gold, therefore, was so plentiful that it came into very 
general use, and its manifest advantages are so great that 
the desire of gold-using nations to use it exclusively for a 
monetary basis is very natural, and if they were content to 
accumulate the amount needed for that purpose more 
slowly no derangement to business would ensue. 
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But what has happened? The civil war in the United 
States has ended, specie payments are resumed, and a part 
of the gold which was sent from America to Europe is wanted. 
The European nations do not like to part with it; they 
too wish to have their circulation based on gold; but there 
is not enough to go around; and hence they originate 
measures to prevent it. The rise in discounts, if long con- 
tinued, would prove a costly method to prevent the outflow, 
and if the outward demand should become very great, even 
that method of preventing the exportation of gold, it is con- 
ceded, would not prove sufficient. 

Now, the one fact which has become very clear is, the 
supply of gold is too limited to meet the demands of all the na- 
tions desirous of using it, and the aitempt to get and to retain 
it on the part of some of them is sure to lead to business de- 
rangements. Two courses, therefore, lie open; one course is 
for some nations to use gold and others silver; or for the 
nations to use both metals by agreement to maintain their 
value at an established ratio. Though gold-and silver pos- 
sessed value before they were used as money—otherwise 
they never would have been thus employed—yet their chief 
value to-day is due to this function which they have so long 
and well performed. It is clear, therefore, that the dethrone- 
ment of either metal to any considerable extent must affect its 
value, and that by widening its use its value is enhanced. The 
value of the precious metals is therefore very largely in the 
keeping of the nations of the world ; they can appreciate or 
depreciate their value by extending or narrowing their use. 
These facts who will deny? 

It is strenuously asserted, however, that the nations can- 
not establish and maintain a ratio of valuation between gold 
and silver which shall at all times perfectly correspond with 
the actual valuation. To history is the appeal triumphantly 
made for proof of this assertion. Nor can it be denied that 
the legal ratio has often varied from the actual ratio. 

Two points, however, are worthy of note in this connec- 
tion. One point is that as the value of these metals is de- 
pendent more and more on their use as money their value 
is falling further within the control of governmental action ; 
and the other is, even if it be admitted that Governments 
cannot regulate their ratio perfectly, would not the disadvan- 
tage, confusion and loss arising from the use of both be far 
less than the loss from the use of only one? 

The evil consequences of all the leading nations attempt- 
ing to use only gold as a monetary standard are beginning 
to appear so clearly that many who once favored only a 
single gold standard have modified their views, while it can- 
not be said of the advocates of the double standard that any 
of them have discovered new reasons for departing from it. 

To secure international unity on this subject, is it not clear 
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that our Government should at once cease to coin any more 
silver than is needed for a subsidiary coinage. To continue 
the present policy is to delay the object which the Govern- 
ment is desirous of effecting. 

Of course, the Government might abandon a gold basis al- 
together, but this surely is not desirable, and only a very few 
would be pleased with the adoption of such a policy. To 
establish a double standard, however, the true policy is to 
keep as little silver and get as much gold as possible; thus 
impelling other nations to unite with us in establishing a 
ratio between the two metals. So long as we absorb silver, 
as we have been doing, we are feeding the hopes of other 
nations that perhaps our present singular policy will at last 
trip us up and land us on a purely silver basis. This hope 
we should instantly dispel. 

The screws would have been turned more tightly on the 
European gold-keepers during the last few months if the 
speculators had not driven up the price of grain so high 
as to curtail heavy foreign shipments. But although the 
foreign market has been partly supplied from other sources, 
so that we are likely to find difficulty in selling our sur- 
plus, even at lower rates, yet a large balance is supposed 
to be due to us, and the payment of this must hasten ac- 
tion on the part of European nations to establish an agree- 
ment concerning the use of the two metals. The recent 
recommendations of the President and the other officers of 
the Government, in respect to stopping the coinage of silver, 
have been very generally approved throughout the country, 
and rightly too, because such a change of policy will for- 
ward the end desired, namely, the use of both metals 
with a ratio established and maintained by most of the 
leading European nations. 


EE 


THE REPORT OF COMPTROLLER KNOX. 


Mr. Knox’s report is lengthy, but very. able and interesting. 
A large number of important subjects are discussed, and 
numérous tables are given, which will be of great worth to 
those in search of information concerning banking and kindred 
financial matters. We shall not attempt to analyze this docu- 
ment, but there are a couple of points to which we propose 
to devote a little space. 

One of these is the part played by bank checks in the 
affairs of business. In the beginning exchanges were effected 
by means of barter. Of such a time Homer sings: 

‘* From Lemnos isle a numerous fleet had come, 
Freighted with wine. . . . 
, All the other Greeks 
Hastened to purchase, some with brass, and some 
With gleaming iron; some with hides, 
Cattle or slaves.” 
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Now among the most highly civilized nations the same sys- 
tem prevails with a slight difference. Formerly the exchanges 
were made directly, which was often a very difficult and 
clumsy process; while now they are made in credits, which 
results in the highest possible economy. A shipper sends a 
cargo of wheat to England, but, instead of getting gold, 
silver, or bank notes for it, he gets a bill of exchange which 
represents a quantity of railroad iron of equal value that has 
been sent to this country, so that when the transaction is 
completed, the cargo of wheat has been exchanged for rail- 
road iron. Now, by using bills of exchange, promissory notes, 
bank checks and other similar devices, these enormous ex- 
changes are effected, and the only use of money is in paying 
small differences; indeed, the use of money is so slight in 
making them, that it is really only the small change of com- 
merce. 

Were it not for these instruments, the amount of money 
necessary to conduct these transactions would be enormous. 
All the gold and silver, bank notes and legal tenders would not 
begin to supply the need. Banish these instruments from use, 
and the dearth of a medium to effect exchanges would quick- 
ly appear. A great part of the business of the world would 
come to a sudden stop. The ordinary monetary circulation 
would utterly fail to accomplish such a vast work. 

Comptroller Knox has brought out the truth of these ob- 
servations very strikingly in some tables containing an analy- 
sis of the business of the banks. The 17th of September the 
receipts of all the National banks, numbering 2,132, were 
$ 295,233,779. What.formed these receipts? Only 1.38 per cent. 
was gold coin, c.17 per cent. was silver, and 4.36 per cent. 
was paper money. The balance, 94.09 per cent. was com- 
posed of checks and drafts, including clearing-house certifi- 
cates. This portion of his report will repay careful study, 
because it furnishes convincing proof of the insignificant part 
which specie and paper money play in effecting exchanges, 
and how perfectly this work is done by devices which men 
from time to time have created, without ever a thought of 
having the Government provide them. 

Another feature of the Comptroller’s report is his allusion 
to the aid furnished to speculators by the banks. This is a 
topic on which he might have longer dwelt with great profit ; 
yet the facts given will arrest attention. The Comptroller 
Says: 

The checks received by the banks in New York city, including both 
State and National, on the 30th of June, 1881, and which were cleared 
on the following day, amounted to 141 millions. Of this amount, 113 
millions were cleared by twenty-three banks, all of which have rela- 
tions to a greater or less extent with brokers. From an examination 
of the clearings of each of these twenty-three banks, it was found 
that the total of certified checks on that day amounted to about 80 
millions, of which it is probable that at least 90 per cent., or 72 
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millions, represented stock transactions. About ten per cent. of this 
amount should be allowed for the daily payment and reborrowing of 
loans by brokers, which is accomplished by means of certified checks. 
It is therefore estimated by those who are conversant with these 
subjects, that of the 141 millions of exchanges, about 65 millions repre- 
sent stock-exchange transactions. 

There are really no data upon which a conclusion can be obtained 
as to what proportion of these large stock transactions are specula- 
tive, and what legitimate or for investment. It is estimated, how- 
ever, by those who have had long experience in the business, that 
not more than five per cent. of all purchases and sales at the Stock 
Board are for investment account. Assuming that these estimates 
are reasonable, it would follow that about 60 millions of the 141 mil- 
lions of clearings upon June 30, or about three-sevenths of the whole, 
represent the speculative transactions of the Stock Board, and that 
81 millions, or four-sevenths, represent legitimate business transac- 
tions. 

Comptroller Hulburd, in his report for 1868, discussed 
the subject more pointedly, and his remarks, especially at 
this time, are worthy of perusal. He declared that the spec- 
ulators in New York at that time, not content with absorbing 
$70,000,000 of capital $120,000,000 more of fictitious capital 
was created for them by means of certified checks, ‘ which, 
by an ingenious arrangement, after being traded on the 
Street, are finally traded back to the banks that issue them, 
without materially increasing or diminishing the cash deposits. 
Many of the largest and best managed National banks in 
New York deprecate the practice herein set forth, and look 
with anxiety and alarm toward the final issue; but they are 
all involved in the danger. The failure of one or more insti- 
tutions, through reckless management, would endanger the 
whole. If all bankers were wise and prudent, no law would 
be required to restrain them ; but they are in the position of 
trustees—trustees for their stockholders, trustees for their de- 
positors, and trustees for the public. If they habitually en- 
gage in practices dangerous to stockholders, depositors and the 
public, the law may be invoked to provide a remedy. It is 
not becoming that institutions organized under an act of 
Congress for the public good should so far pervert their cor- 
porate powers and privileges as to work detriment to the pub- 
lic interests.” 

It is very clear that some of the banks have been altogether 
too helpful to the speculators, and the facts and admonitions 
ot Comptroller Knox and his predecessors ought not to pass 


unheeded. 
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CALIFORNIA SAVINGS BANKS.—One can get some idea of the wealth of the 
mines on the Pacific coast from the fact that in 1877 there was $ 76,000,000 
on deposit in the savings banks of California. This is the largest amount of 
money ever held by the banks of the State at one time, and its accumulation 
was the result of the mining prosperity that had prevailed for some time pre- 
vious. 
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THE VALUE OF RAILROAD PROPERTY. 


Like every other kind of property, the value of railroads 
depends on the size of their earnings. It is true the Wall- 
Street mode of valuation is very different from the old-fash- 
ioned rule, but its accuracy is constantly questioned. The 
magical mode practised by the speculator is admirable for 
his business, but extremely poor for investors. Sooner or 
later the latter class will find this out. The railroad stocks, 
which are selling to-day at high figures, and yet are worth but 
very little, if anything, are enormous. Those whose confidence 
in the future growth of our country is unbounded, and who 
think that it is hardly possible to build too many railroads, 
would do well to consider how many of those now existing 
pay dividends. We propose to throw a ray of light on this 
subject, for surely it is needed, although it is quite probable 
that in order to learn that fire will burn fingers must be in- 
serted therein, just as people have always done. 

Beginning with Maine, the cost of the railroads of that State, 
according to Poor, have been $39,434,181. Of this sum 
$11,267,843 represented railroads earning dividends. One 
railroad, however, the Atlantic and St. Lawrence, represented 
$ 8,484,000 of this latter sum, and only five others of the whole 
number in the State, representing a capital of $ 2,783,843, paid 
dividends. | 
_ The record for New Hampshire is better. The total cost of 
Its twenty-six railroads is $26,455,058. Of these eighteen pay 
dividends, representing $ 19,709,852. 

Vermont has sixteen railroads. Only four pay dividends, 
costing $6,512,626. The balance thus invested is $ 29,845,018. 
Of this sum $9,508,000 is represented by the Central Vermont. 

There are fifty-one railroads in Massachusetts, which cost 
$ 152,843,129. Twenty pay no dividends. Yet they cost 
$59,337,654. Of this sum the Eastern represents $7,908,700 ; 
New York and New England, $28,704,241, and the Hoosac 
Tunnel, $13,939,972. 

Of the dozen railroads in Rhode Island only one pays, 
the New York, Providence and Boston, whose cost is 
$ 3,277,593. The remaining capital thus invested in that 
State is $2,577,432. 

In Connecticut $51,176,566 has been invested in twenty 
railroads, seven of which pay, representing $26,831,469. Of 
this sum the New York, New Haven and Hartford represents 


$ 15,733,002. 
Reaching New York we find there are one hundred and 
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thirty-two railroads which have cost $572,786,895. On more 
than one-half of this vast sum no dividends are paid. Only 
thirty-four pay dividends, whose cost is $ 240,593,596. But 
these figures include the Metropolitan and New York Ele- 
vated Railroads, which cost $53,038,332, and are not paying 
dividends now. Of those not paying dividends the Erie is 
the most conspicuous. Its cost is reckoned at $158,035,707. 

New Jersey has invested in railroads to the amount of 
$ 154,774,489. There are sixty-one railroads in the State, and 
of these twenty pay dividends, whose cost is $83,909,794. The 
Morris and Essex and the United represent $70,580,139 of this 
sum. Of those not paying, the Central represents $ 26,926,272, 
and the Lehigh Valley $10,412,929. 

Pennsylvania has one hundred and _ forty-five, costing 
$ 420,490,980. Forty-six pay dividends, representing 
$ 219,803,444. The Pennsylvania represents $63,263,073 of 
this amount. Among those not paying is the Reading, which 
cost $ 39,868,531. 

Of the twenty-one railroads in Maryland only the Baltimore 
and Ohio and its Washington branch pay, which represent 
$52,480,767 of the $78,627,467 thus invested. 

Going further South, no railroads in West Virginia, Florida, 
Alabama, Mississippi, South Carolina, Texas and Arkansas 
pay anything. Only one railroad in Louisiana pays a dividend, 
a small one, costing $800,000. On the remaining $44,069,349 
put into railroads no dividends whatever are paid. 

Nor is the record of Virginia much better. There are 
twenty-five railroads in the State costing $111,460,670. But 
only five of them pay, which represent $ 13,149,977. 

Two of the fourteen railroads in North Carolina pay, rep- 
resenting $8,265,060 of the $23,807,234 invested .in these en- 
terprises. 

Georgia makes a better showing. Of the twenty-six rail- 
roads eight of them pay, which represent $ 31,428,898 of the 
$ 49,676,723 they have cost. 

Only three of the eighteen railroads in Tennessee pay. 
These are very important corporations; the Nashville repre- 
senting $14,360,900, though paying only 3% per cent. divi- 
dend, while the East Tennessee representing $9,186,090 paid 
only three per cent. The other railroad paying a dividend 
was the Nashville and Decatur. Its cost was §$ 4,151,728. 
Those not paying cost $ 18,908,023. 

There are twenty railroads in Kentucky. Two of them are 
flourishing enterprises, the Louisville, Cincinnati and Lexing- 
ton, costing $5,y95,353, and the Louisville and Nashville, 
which cost $32,703,932. But there are $30,562,611 of railroad 
property on which no dividends are paid. 

In Ohio $ 493,509,847 have been invested in seventy rail- 
roads. Seventeen of these pay dividends, the cost of which 
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is $198,701,969. Lake Shore and Michigan Southern repre- 
sents $79,978,000 of this amount. 

Six of the thirty eight railroads in Michigan pay. Their 
cost is $48,270,847, but the Michigan Central represents 
$ 28,709,732 of this sum. The others, costing $ 87,816,114, pay 
nothing. 

In Indiana there are thirty seven railroads, which cost 
$ 213,462,348. Three of them costing $12,999,357 paid a 
dividend ; and the Wabash, in which $83,923,952 has been 
invested, paid last year a dividend of 1% per cent. 

Illinois has invested heavily in railroads. Its fifty-eight 
railroads have cost $ 390,922,563. Eleven of them pay, rep- 
resenting $ 294,745,570. Of this sum the Burlington and 
Quincy represents $ 109,596,187, Rock Island $ 35,682,202, 
Northwestern $ 73,865,795, Illinois Central $ 34,040,854. 

Only one of the thirteen railroads in Wisconsin pays a 
dividend—the Chicago, Milwaukee and St. Paul, which cost 
$99,185,683. The amount there invested paying nothing is 
$ 53,321,893. 

Only one of the eleven railroads in Minnesota pays a divi- 
dend, and that is very small—134 per cent. This is paid by 
the Chicago, St. Paul and Minneapolis Railroad, which cost 
$ 37,842,200. The other ten railroads cost $ 156,782,634. 

Four of the twenty-nine railroads in Iowa declare divi- 
dends. These represent $ 29,457,385. The amount invested 
not yielding dividends is $59,779,215. 

In Nebraska a branch of the Burlington and Quincy pays, 
and also the Union Pacific, which cost $154,743,629, and 
is the principal railroad enterprise in the State. The cost 
of the other raiiroads is $ 16,113,000. 

Of the Kansas railroads, the Atchison, Topeka and Santa 
Fé, costing $26,866,326, pays a dividend. The Kansas City, 
costing $9,538,056, pays a dividend on its preferred stock. 
But $37,257,502 have been invested in that State on which 
no dividends are declared. There are eighteen railroads in 
the State. 

The railroads in Missouri make a very poor showing. 
Only one pays on the common stock, the Missouri Pacific, 
which cost $32,412,211. Excluding the St. Louis bridge, 
$ 215,058,761 have been invested in twenty-nine railroads. 

vast sum has been invested in railroads in California, 
amounting to $258,360,047. The Central Pacific, which cost 
$ 147,578,334, pays, and so does the Los Angeles branch, 
representing $510,321. The other twenty-nine railroads do 
not pay. 

Lastly are the railroads of Oregon. The largest concern 
is the Oregon Railway and Navigation Company, repre- 
senting $11,948,722, which pays, but the other railroads 
costing $5,666,012 do not. 

Our investigation may be summarized as follows: 
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State Cost of Railroads. Paying. Non-paying. 
DR cxcaegecesase $ 39,434,181 $ 11,267,843 .. $28,166,338 
New Hampshire...... 26,455,058 19,709,852 6,745,206 
Vermont ....ccccccce- 36,357,044 6,512,626 29,845,018 
Massachusetts........ 152,843,129 93,525,475 59,317,054 
Rhode Island........ 5,855,025 3,277,593 2,577,432 
Commoctiont ....sccess 51,176,566 26,831,469 24,345,097 
New York ....... eeee 572,780,895 240,593,590 332, 193,299 
New Jersey terres eens 154,774,489 83,909, 794 70,864,695 
Pennsylvania......... 420,490, 219,803,444 200,687,536 
SERSTEENG ccccccccccnse 78,627,467 52,480, 767 26,146, 700 
OEE 44,869, 349 800,000 44,069,349 
CC re 111,460,670 13,149,977 98,3 10,693 
North Carolina....... 23,807,234 265, 15,542,174 
Se 49,676,723 31,428,898 18,247,825 
Tennessee....... eeeee 46,606,741 27,698,718 18,908,023 
PE .cxs esenecee 261, 38,699,285 30, 562,611 
Gwe. evacdeoseses 493,509,847 198, 701,969 294,807,878 
i i caine ating 136,086,961 48,270,847 87,816,114 
i citnccecesednes 213,462,348 96,923, 309 116,539,039 
Ee 390,922, 563 294,745,570 ,176,993 
0 152,507,570 99,185,683 53,321,893 
ere 194,624,834 37,842,200 156,782,634 
A Ee re 89,236, 29,457,385 59,779,215 
PEE cvesswedens 170,856,629 154,743,629 16, 113,000 
DE ccneeepeecinens 64,123,828 36,404,382 27,719,446 
OO ae eccce O89,095, 708 32,412,211 182,646,550 
eee 258, 360,047 148,088,655 .. 110,271,392 
i nahin Gcamws 17,614,734 11,948,722 .. 5,666,012 
Delaware....... ee 3,854,591 2,116,433 1,738,158 
West Virginia........ 11,620,622 _—— — 
South Carolina...... 30,424,656 —- —— 
 dbinduandeoees 6,495,000 — — 
PO eee 78,162,210 — ‘ —- 
Mississippi........... 8,176,072 a — 
EI 22,628,157 4,428,157... 18,200,000 
ER is cncuecons - 18,438,045 - — 
, Rr 102, 178,143 — — 
CE cédedeseeens 34,945,951 1¥% percent. —_— 
| ESP 29,599,621 — — 
Pe eibatnneimneiinn 6,334,000 — — 
ere $4,497,618,882 .. $2,052,854,692 ..$2,117,351,712 








WAR LOANS OF |18172. 


[CONTINUED FROM DECEMBER NUMBER.| 


In March, the next year, the President was authorized to 
borrow $25,000,000, without restriction, save that the loan 
might be paid whenever the Government desired, after twelve 
years. A loan was opened the 2nd of May for ten millions 
only, as the Secretary of the Treasury believed he was more 
likely to succeed than if he attempted to get the whole 
amount at once. The sums offered amounted to $ 11,900,806, 
of which $2,671,750 were at less than eighty-eight per 
cent., and $1,183,400 at less than eighty-five. Of the 
$9,229,056 offered at eighty-eight per cent., a condition accom- 
panied the offer of $5,000,000 that if terms more favorable 
to lenders were allowed for any part of the entire loan, the 
Same terms should be extended to all. Notwithstanding this 
condition, the need of money was so great that the loan was 
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accepted. In doing so, the Treasury thought of the early re- 
turn of peace, the importance of maintaining in the meantime 
the public credit by sustaining the price of the Government 
stock, and also that the contract was sanctioned by precedent. 
Had the five-million offer been rejected, the amount offered 
at eighty-eight per cent. would have been reduced to less than 
$ 5,000,000—a sum altogether inadequate to the public de- 
mands; or, by depressing the stock to eighty-five per cent., 
only a little more than $6,000,000 would have been received. 
Offers amounting to $566,000 were subsequently made and 
accepted on the same terms as those described. Thus the 
loan was augmented to $9,795,056. 

The loan was to be paid in four installments. Campbell 
was Secretary of the Treasury, but he possessed neither the 
requisite talents nor the physical strength to perform the 
duties of his office. Consequently, the business of negotiating 
loans was very largely confided to Mr. Sheidon, the chief clerk, 
who was opposed to the war, and unceasing in his efforts to 
throw obstructions in the path of those who were trying to 
aid the Government. It was agreed in the beginning that 
when .installments were paid funded stock should be issued. 
When, however, the first installment was paid, instead of issu- 
ing funded stock therefor, the Secretary issued scrip certifi- 
cates for the amount, retaining the stock as security for the 
payment of the other installments. The holders desired 
stock, because they could pledge it to the banks or sell it; 
but they could do nothing with their certificates save to 
keep them until all the installments were paid, and then ex- 
Change them for stock. After long importuning, the Secretary 
Conciuded to issue certificates of funded stock for nineteen- 
twentieths of it. ‘‘This one-twentieth part,” he says in 
a letter to Barker, the largest lender, “is retained in scrip 
as the assurance for the payment of the next installment.” 
The certificates of stock did not mention a very important 
part of the agreement, namely, that if subsequent partici- 
pants in the $25,000,000 loan obtained better terms, the ad- 
vantage should accrue to all lenders of money to the Gov- 
ernment under that loan. This omission excited distrust 
and dissatisfaction. Such treatment of the lenders by the 
Secretary did not improve the credit of the Government. 
At a time when money was sorely wanted at almost any 
price, the policy of estranging public lenders by changing 
the conditions of a formal contract without their consent 
was as unexpected as it was disastrous, both to the Gov- 
ernment and to individuals. Some of those who had prom- 
ised to lend monev were unable to fulfill their promises. 
Had the Secretary of the Treasury promptly issued stock 
when the installments were paid, the lenders would have 
been able to borrow money by pledging the stock, and 
thus secured funds for paying further installments. 
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In August proposals were invited for a loan of $6,000,000. 
The whole amount offered was only $ 2,823,300, of which 
Sum $100,000 were at rates less than eighty per cent., and 
$ 2,213,000 were at the rate of eighty dollars in money for 
one hundred dollars of six-per-cent. stock. The remaining 
sum of $510,300 was offered at various rates between eighty 
and eighty-eight. Notwithstanding the reduced rate at which 
the greater part of the money was offered, as the market 
price of the stock hardly exceeded eighty per cent., and there 
was no prospect of getting money on better terms, the amount 
offered even at that low rate was accepted. At that price 
there was another subscription for a small amount, but 
this was more than swept away by those who failed to 
execute their proposals, so that of the $6,000,000 wanted, 
only $2,520.300 could be borrowed. 

The failure of this loan was intensified by the unpleasant 
consideration that, having agreed to sell its stock at a dis- 
count of twenty per cent., the Government was obliged to 
grant a further discount of eight per cent. to those who had 
subscribed to the ten-million loan. The Treasury Depart- 
ment at first declined to issue supplemental stock for the 
difference, although its obligation to do so could not have 
been more clearly expressed. Moreover, to refuse to recog- 
nize the just claims of creditors at such a critical emergency, 
when the credit of the Government had ebbed so alarmingly 
low, was an extraordinary act of folly. When Dallas suc- 
ceeded Campbell he was willing to acknowledge the justness 
of the claim, but required the lenders to waive every future 
claim of the kind, whatever might be the price of his selling 
Government stocks. They insisted on receiving their supple- 
mental stock, at the same time they would not relinquish any 
right that might grow out of their contract. Jacob Barker, 
who was the heaviest lender, represented the whole number, 
and he pressed their claim with great energy. Finally Dal- 
las acceded, and the supplemental stock was issued without 
any modification of the original agreement, and the lenders, 
if they desired, could demand additional issues of stock if the 
Government sold more at lower rates. 

The experiment was now tried of negotiating a loan in 
Europe. These had been successful under the Confederation 
and during the early years of the Government, but from that 
quarter nothing could be drawn at this truly critical hour. 

There were now in circulation nearly $8,000,000 of Treas- 
ury notes, more than one-half of which were redeemable dur- 
ing the last quarter of the year. A part of them, it was 
believed, could be replaced with new notes, yet more than 
$6,000,000 would still remain in circulation, which the experi- 
ence of the last two years had shown to be as many as 
would freely circulate so long as the public confidence in 
bank notes was maintained. The Secretary of the Treasury 
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indulged in the hope of circulating a few more by issuing 
notes of a smaller denomination, but in no event did he ex- 
pect that the amount would be increased. 

The prospect, therefore, of raising funds to sustain the 
Government was indeed cheerless, and grew darker every 
day. All the banks, save those of New England, had sus- 
pended specie payments, and their issues were now resting 
on miry ground. Campbell was Secretary of the Treasury, 
and though he had held the office for only a short time, he 
was sinking under the heavy burden he was trying to bear. 
If more loans must be issued he suggested that additional 
inducements should be offered to capitalists to advance money, 
by affording an ample and unequivocal security for the regu- 
lar payment of the interest and reimbursement of the prin- 
cipal of such loans as might be obtained. This could be 
effected by establishing an adequate revenue, and by pledging 
it specifically for that purpose. He also suggested whether the 
Treasury notes, by augmenting the rate of interest they bore 
and securing their payment as well as their eventual reim- 
bursement by an adequate revenue pledged for that purpose, 
would not have better credit and their circulation be en. 
couraged, and thus answer with more certainty the purposes 
of the Government. 

One thing was clear, the plan of finance adopted at the 
beginning of the war had proved unsuccessful. On no rea- 
sonable terms could loans be annually obtained for the amount 
of extraordinary expenditures occasioned by the war. Says the 
new Secretary, Dallas: “The experience of the present year 
furnishes grounds to doubt whether this be practicable, at 
least in the shape in which loans have been hitherto at- 
tempted. Nor is it even certain that the establishing and 
pledging of revenues adequate to the punctual payment of the 
interest, and eventual reimbursement of the principal, of the 
sums which will be required for the service of the year 1815, 
would enable the Treasury to obtain them through the medium 
of loans effected in the ordinary way.” He therefore favored 
the policy of deeper and wider taxation—enough to pay a 
portion of the war expenditures. 

A similar opinion was echoed by the Committee of Ways 
and Means a few months later. “A reliance on loans, in 
the present situation of this country, would be uncertain, 
and the terms on which they could be obtained not such as 
to induce a resort to them at the present moment.” The 
credit of the Government was gone. 

How, then, were funds to be provided for carrying on the 
war? The Committee of Ways and Means could think of 
no better mode than to issue Treasury notes combined with 
a system of increased taxation. The want of some medium, 
it was affirmed, which should rest on a solid basis, unite 
public confidence, and have a general, instead of a local, 
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circulation, was universally acknowledged. The stoppage of 
specie payments by the principal banks of the Middle States 
had greatly embarrassed the operations of the Treasury and, 
by confining the circulation of notes to the limits of the 
States within which they were issued, had deprived the Gov- 
ernment of all facilities in remitting money which was 
afforded, while public confidence gave to bank notes a gen- 
eral circulation. The notes of New York and Philadelphia 
would not be received in Boston. The notes of Baltimore 
or of the District of Columbia would not answer for pay- 
ments in Philadelphia. If, therefore, Treasury notes could 
be made to supply the place of a circulating medium between 
the different States, they would greatly facilitate the opera- 
tions of the Government, and free from embarrassment the 
transactions of individuals. To secure these ends the Com- 
mittee proposed to issue the notes in sums sufficiently small 
for the ordinary purposes of society; to allow the individual 
who held them to fund them whenever he desired at any of 
the loan offices, and to receive the amount in stock of the 
United States, bearing eight per cent. interest; to make them 
payable to bearer and transferable by delivery ; receivable 
in payment for public Jand and taxes; and lastly, to pledge 
for the payment ot the amount issued, whatever internal 
duties were needed. To prevent an excessive accumulation 
of them, the Committee proposed that the Government should 
retain the power, after six months notice, to redeem them 
with specie, or exchange them for stock bearing six per cent. 
interest. If these things were done, and taxes were imposed 
which should manifest clearly the ability of the Government 
to meet its engagements, they confidently believed the diffi- 
culties surrounding it would vanish, confidence be restored, 
“‘and the capital hoarded by avarice, or locked up from 
timidity,’ would appear in the accustomed channels of circu- 
lation. Congress, however, declined to change the mode of 
issuing them, and $7,500,000 were authorized in the former 
way, though at the time of doing this nearly $22,000,000 
were due and unpaid. 

Toward the close of the year Jefferson suggested the ex- 
pediency of issuing paper money gradually to the amount of 
$ 200,000,000. “He had,” says Gallatin, “from the imperfect 
data in his possession, greatly overrated the amount of 
paper currency which could be sustained at par, and he had, 
on the other hand, underrated the great expenses of the war. 
Yet we doubt whether,” so Gallatin adds, ‘in the state to 
which the banks and the currency had been reduced, much 
greater issues of Treasury notes, or other paper not converti- 
ble at will into specie, would have become necessary if the 
war had been of much longer continuance.” 

To evade the possible consequence of issuing more supple- 
mental stock to the holders of the twenty-five-million loan, 
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a new loan for $3,000,000 was authorized by Congress, 
although the proceeds were to be devoted to the same pur- 
poses as the money derived from the former one. This sub- 
terfuge was too transparent to be successful. The loan was 
opened and the stock was taken principally by the banks 
west and south of New England; but as they had suspended 
specie payments, although they paid eighty dollars a share for 
their stock, yet their notes were equivalent only to sixty-five 
in specie—the money in which the holders of the twenty-five- 
million loan had paid for their stock. They now insisted 
on receiving the difference of fifteen per cent. in stock, but this 
claim was stoutly resisted. Dallas asked for the evidence 
that was required to prove the claim. Just as the demand 
was, over forty years passed before the claim was allowed. 
Again and again was it placed before the Secretary of the 
Treasury and before Congress, but its acknowledgment was 
delayed. Not until 1855 did Congress render justice, and 
authorize its payment. 

In the Secretary’s annual report he proposed to emit 
$15,000,000 of Treasury notes in such denominations as he 
might direct, with the approval of the President. Those for 
twenty dollars or more were to be payable to order, and 
bear an annual interest of five and two-fifths per cent.; those 
for a smaller sum were to be payable to the bearer, and 
carry no interest. They were to be exchangeable, however, 
in sums not less than one hundred ,dollars for certificates of 
stock bearing seven per cent. interest, and redeernable after 
twelve years from date. The notes were to be receivable in 
all payments throughout the country, but in such cases could 
be reissued. They were to be payable in five annual install- 
ments. The reimbursement of the notes was to be effected 
either by the payment of the principal and interest to the 
holders, or by taking out of circulation and destroying the 
amount of the installment in notes paid to the United States 
for duties, taxes, or other demands. 

Two months later the Secretary referred to the sub- 
ject in a communication to the House. The total issue, in- 
cluding those which had been ordered, was $ 18,637,436.80. 
Shortly afterward Congress authorized the issue of $ 25,000,000, 
adopting the mode recommended by the Secretary of the 
Treasury. The law was enacted the 24th of February. It 
was soon discovered that the small notes, which were con- 
vertible into stock bearing seven per cent. interest, though 
convenient for a _ circulating medium, were thus con- 
verted almost as soon as they were issued. Accordingly, 
their issue was restricted to cases of peculiar urgency, like 
paying the army, preparatory to its reduction; payment of 
dividends on the public debt when local currency could not 
be procured, and the payment of an inconsiderable amount 
of miscellaneous claims. The total amount issued for these 
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purposes to the end of September was $2,777,860. A small 
quantity was sold for the purpose of raising funds to meet 
the general engagements of the Treasury. The amount was 
$1,365,000, which were sold at an advance of $32,107.64. 
The notes of a larger denomination than twenty dollars, 
wnich could not be converted, were issued in larger quantity. 
About the same time that Congress was authorizing the 
issue of these Treasury notes, authority was granted for 
making the final loan of the war. Dallas had recommended 
a loan of $25,000,000 on the most advantageous terms that 
could be obtained. Congress limited the sum to $18,452,800, 
and allowed the Secretary of the Treasury to accept in 
payment Treasury notes which had been. previously issued. 
The loan covered the following issues of Treasury notes. 


Those payable on the rst of January, 1815, the principal and 





interest of which due and unpaid amounted to......... $ 2,799,200 
ER Re Le ET ee Tam 20,000 
Notes payable almost daily from the 11th of March, 1815, to 

ee , Scaled nneinnaweesanacceeae mein 7,227,280 
Those payable from the 11th of January, 1816, to the 1st of 

RE UII sic dito etiam asthe ts ob MAINO & aie acerhcnlaaniie 7,806, 320 

$ 18,452,800 


The 1toth of March a loan was opened for $12,000,000, 
with the view, first, of absorbing a portion of the Treasury- 
note debt; secondly, of getting funds for paying the un- 
subscribed arrearages of that debt; and lastly, of aiding the 
Treasury with a supply of the local currencies of different 
places, in some proportion to the probable amount of the 
local demands. 

The offers to subscribe to the loan prior to the rgth of 
April put money and Treasury notes on the same plane, but 
the offers greatly varied, swinging from 89 per cent to 75. 
Dallas was a very different financier from his two immediate 
predecessors ; he quickly saw that a new course of proceed- 
ing was required, and he had boldness enough to enter upon 
it. He declared that neither the justice due to the public 
creditor, nor a fair estimate of the value of the public prop- 
erty, nor an honorable regard for the public credit, permitted 
the loan to assume the character of a scramble, subservient 
to the speculations which created what was called a market 
price, and shifting in every town and village of every State, 
according to the arbitrary variations of what was called the 
difference of exchange. 

Maintaining this view, he declined, in the first instance, all 
the offers of subscription to the loan. At the same time he 
declared that offers at the rate of 95 per cent. would be 
accepted. The rate thus proposed was adopted from con- 
siderations of the value of the stock, of the equitable as well 
as legal claim of the holders of Treasury notes, and of the 
real condition of the public credit. Numerous offers were 
made at this rate, payable in Treasury notes or money, soon 
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after the decision of the Secretary of the Treasury was made 
known. In the District of Columbia the money subscriptions 
(including the subscriptions of certain liquidated claims on 
the Treasury) were successively at 95, 9632, 97, and 98 per 
cent., and finally at par. In Baltimore the money subscrip- 
tions were at 95 and 96% per cent. In Philadelphia all the 
subscriptions were at the former rate. On the 18th of June 
the price was raised at the Treasury to 98 per cent. No 
offers, however, were made at the increased rate, though they 
were still received at 95 and 96 per cent. The subscriptions 
payable in Treasury notes were made in all places at the same 
rate of 95 per cent. When Dallas made his annual report at 
the close of 1815 there had been received in money and Trea- 
sury notes $9,284,044.38. Such is the history of the war loans 
of 1812. ALBERT S. BOLLEs. 





NEW TENDENCIES OF POLITICAL ECONOMY IN 
ENGLAND. 


[ TRANSLATED FROM THE REVUE DES DEUX MONDES. CONCLUDED. | 
Ill. 


Mr. Leslie has also applied his method to a question of 
another order, but of no less importance—the distribution 
and change in value of the precious metals in the sixteenth 
and nineteenth centuries. John Stuart Mill told me a short 
time before his death that these studies were the best he knew 
of on the subject. Most of the economists who have treated 
it speak of the increase of prices resulting from the influx 
of gold and silver into Europe, as if this were a general 
fact observed in all countries. Thus Mr. Jacob, always 
quoted on this subject, concludes in these words: “In Eng- 
land and the other kingdoms of Europe, within the first 
century after the discovery of America, the quantity of the 
precious metals had increased nearly fivefold, and the prices 
of commodities had advanced nearly in the same proportion.” 
This assertion has been generally admitted, and yet Mr. Leslie 
shows by undeniable facts that, taken generally, it is quite 
inexact, and can only be applied at the most to the capitals 
where the statistical calculations were made. The effect of 
the influx of precious metals on prices only made itself felt in 
the parts of Europe easily accessible to commerce—that is, 
in a very restricted circle. Elsewhere prices varied little, 
Thus it is certain that for two or three centuries the silver 
of Potosi or Mexico did not find its way into Russia, the 
highlands of Scotland, or into-the west of Ireland. Prices 
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remained stationary in many districts near London, even. 
Arthur Young made a table of the prices of provisions in 
the different counties of England. In many localities meat 
sold at five pence a pound. Mr. Porter observed that at 
Horsham, in Sussex, quite near the capital, it could be bought 
for less than three pence at the end of the last century—that 
is to say, as cheaply as in the middle ages. Adam Smith re- 
ports that in Scotland, up to the time of the union with 
England, meat cost less than oatmeal bread, and he speaks 
of villages where, even in his time, money was so rare that 
people paid for their ale in drinking saloons with nails. Every 
family produced what it consumed, there was almost no ex- 
change, and no money was seen. In Ireland, up to 1846, 
there was a number of districts in which the money coming 
from America did not circulate, and where the agricultural 
laborer received gratuitously the use of a piece of land as 
his remuneration. A hundred years ago an English traveler 
found the price of meat to be three-halfpence at Novgorod, 
celebrated for its famous fair. Even in our day, throughout 
the greater part of Eastern Europe, the people live on their 
own productions, and the small portion of precious metals they 
ever get to possess is converted into jewelry or hidden away 
and taken out of circulation. It is still the same way with 
India. Mr. Leslie concludes that, although there was in the 
sixteenth century a very considerable diminution of the pur- 
chasing power of money, this depreciation was very unequal, 
according to localities and time, and the exact figures that 
have been given only apply to the commercial centers where 
they were noted. There are to-day hundreds of millions of 
men who do not get much more for the product of their latsor 
than they did before the opening of the new mines of Mexico, 
Peru, California, and Australia. 

Regarding the calculations made on this question Mr. Leslie 
makes two very ingenious and just remarks. When an attempt 
is made to determine the influence on prices exerted by the 
production of the precious metals, sometimes account seems 
to be taken of the total sum, and sometimes the value of 
what industry turns into articles of use is deducted, as if this 
value had no effect on prices. A double error is thus made. 
Not only the gold and silver employed for any other pur- 
pose than money cannot depreciate the instrument of exchange, 
since they are not added to it, but, on the contrary, they in- 
crease its value by opening a new employment to it, in so far 
as it serves for the purchase of the new objects made of gold 
and silver. Money cannot do two things at once; that which 
buys watches, jewelry, silverware, is withdrawn from the cir- 
culation for other objects in the money market. Thus not 
only all the increase of the quantity of the precious metals due 
to the new mines has not helped to raise prices, but also a 
considerable portion of this surplus has acted in quite an op- 
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posite direction, for, transformed into costly objects, it calls 
for a new supply of money to effect its exchange. 

The other remark is no less important, and is as follows: 
The same quantity of money added to the circulation causes 
a less increase of prices where they are already high than 
where they are low. Suppose wages are eighteen pence a day 
in England and one penny in India, and that abundance of 
money produces in the two countries the same rise of six 
pence. Wages will then be two shillings in England and 
seven pence in India, which is equivalent to an increase of 
thirty-three per cent. in the former and of six hundred per 
cent. in the latter. The change will therefore be infinitely 
less in England than in India; for the English employer will 
still have three laborers with the sum he paid for four, while 
the Hindoo will have but one with the seven pence that would 
have assured him seven at the old price. This remark partly 
explains how the influx of precious metals following 1850 had 
a very different effect from that succeeding the discovery of 
America. In our time the increase of prices has been less 
felt in the great centers than in the more remote localities. 
Messrs. Jevons and Soetbeer estimate that from 1850 to 1870 
the rise at London and Hamburg may have been from twenty 
to twenty-five per cent. Mr. Leslie extracts from the reports 
of the English consuls the proof that in many towns it has 
been more than from one hundred to three hundred per cent. 
Here are some comparative figures for Bilbao at the two dates 
of 1854 and 1864: Mutton rose from two and a quarter pence 
to eight and a half pence a pound, butter from five to fifteen 
pence, bread from one to two pence. At Riga the English 
consul in 1855 says that the price of commodities has doubled 
within ten years, and that of labor has increased in the same 
proportion. The same phenomenon has appeared in India. 
It proves that the afflux of precious metals after 1850 has 
spread out and acted over the whole world in a much more 
equal fashion than in the sixteenth century, and the reason of 
this may be easily seen in the improved means of communi- 
cation—railroads and steamboats—and the quite otherwise 
active commerce, which have distributed them everywhere, 
and made them penetrate wherever cheapness attracted the 
purchaser. 

New employments have also been opened on all sides, and 
have prevented their superabundance from causing any very 
great depreciation. Thus in Russia, in consequence of the 
emancipation of the serfs, servile labor has been replaced by 
the payment of wages. In many countries payments in money 
succeed payments in kind. The Governor of Bombay says in 
his report for 1865:* “Considerable quantities of silver are 
absorbed in India by a monetary circulation which did not exist 
before. In thousands of bazaars rupees are seen to appear and 


* Papers Relating to a Gold Currency in India, pp, 6, 9 and 89. 
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drive out the practice of barter, universal previously. . 
Partly in consequence of the substitution of European forms of 
government for the native forms, partly owing to the more 
general employment of money, but principally by reason of the 
considerable increase of exchange and prices, it may be said 
that the need of money is just beginning to make itself felt, 
and that it will go on increasing rapidly.”” The abundance of 
the precious metals has had the effect of lowering the rate of 
interest, and consequently of stimulating all enterprises, and 
of thus »9pening new channels for the increased production of 
gold and silver. This doctrinal point has been frequently 
contested by the economists, who think they are doing a ser- 
vice to their country and humanity by rarefying the medium 
of exchange. Mill says on this subject, in the last edition of 
his Principles, chapter xxiii.: “ The bulk of the precious metals 
constantly arriving from he auriferous countries is almost 
entirely added to the fund offered on the loan market; so 
great an increase of capital has the effect of lowering the rate 
of interest.” Is it not unquestionable that the industrial and 
commercial activity following 1850 was due in great part to the 
abundance of the means of exchange? Mr. Leslie recognizes» 
this likewise in speaking of India. He says: “It is no slight 
advantage to the Indian natives to have their industry ex- 
cited, and their traffic facilitated. by the unwonted abund- 
ance of the currency, and it liberates the ryot from the 
cruel exactions of the money-lender.’’ And far from being 
affrighted, as were M. Michel Chevalier and those sharing 
his views, by the gold which the placers of Australia and 
California yielded, Mr. Leslie asserts that the very abund- 
ance of money will increase the demand for it by creating 
new uses and by opening new countries for it. He goes still 
further, and here again he predicts a phenomenon far from 
being then suspected. He says: “Considering that the ex- 
tension of fiduciary circulation will always require as its base 
a larger quantity of the precious metals, it may be asked 
whether their future production will be sufficient to meet the 
growing monetary needs of remote and undeveloped countries, 
whose economical development is inevitable.” These lines, 
written in 1865, are being realized under our eyes. The placers 
of Australia and California are rapidly giving out; they are 
already nearly exhausted. The eminent geologist of Vienna, 
M. Siiess, predicts the rarity of gold. This metal, the sole 
international medium of exchange since the proscription of 
silver, instead of coming to us from America, is recrossing the 
Atlantic. The financiers follow with an uneasy eye the ex- 
portations of gold, which the European monetary markets 
contend for by raising the rate of discount. The reserve of the 
banks is incessantly threatened, prices which did not stop rising 
from 1850 to 1870, are beginning to give way, and, in conse- 
quence, the burden of all debts becomes more crushing. It is 
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strange that everything concerning the distribution and circu- 
lation of the precious metals does not more occupy the public, 
for there is no question touching all interests more closely. 
If silver is everywhere driven from circulation at the moment 
the production of gold is diminishing, the result will be a 
great fall of prices and an aggravation of all long-dated 
debts, which will burden the taxpayers to the profit of the 
bond-holders, and which may thus produce, after a series of 
dull and persistent crises, such as that we have just passed 
through, a general impoverishment of all those engaged in the 
work of production. I know of nothing more to be depre- 
cated than this “anti-semitic’’ movement or /udenhetze directed 
against the most intelligent, the best endowed—in fine, the 
first—of all races. But, if its cause is sought, we shall find that 
it is a protest against the prelibation made upon agriculture 
and industry to the profit of the idle stockholder who specu- 
lates, accumulates, and reigns over the economic world. 
Lower prices and the power of gold will increase in propor- 
tion, and to the detriment of industry and agriculture; for, 
in order to pay interest, it will be necessary to give up much 
more commodities than before. 

I have mentioned some of the questions that Mr. Leslie 
has greatly contributed to elucidate of late years. There are 
others still—such as those of population and utilitarianism— 
which he has touched upon with no less acuteness and justice. 

I cannot end, however, without indicating how my views 
differ from his. Mr. Leslie is not a positivist; he does not 
submit to the pretended natural laws; but the historical 
method, which he employs with so much sureness, leads him 
to neglect too much—such is my opinion, at least—the con- 
sideration of the end to be attained, and of the good to be 
realized. In an interesting essay on the tendencies of politi- 
cal economy in the United States, he reproaches the American 
economists with having admitted a theological element into 
their science. Buckle claims that political philosophy was 
separated from theology from the end of the last century, 
and Roscher asserts the separation was made still earlier in 
Germany. Mr. Leslie remarks that the divorce has not been 
so complete as these two authors say, and he instances Arch- 
bishop Whately’s economical writings, where theological con- 
siderations frequently intervene ; but he shows that the Ameri- 
can economists employ them in quite another manner, by in- 
voking at every moment the designs of Providence to the 
support of their arguments, I confess this is making a very 
bad use of theology. Thus Mr. Perry, in his Elements of Polit- 
tical Economy, which has reached its fourteenth edition, founds 
his theory of value on this proposition, that “ God gives and 
does not sell.” Another American economist defends the 
system of protection by the pretext that God has made of 
every nation a “chosen people,’ whose bounds he has fixed. 
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and who are called upon to be sufficient unto themselves. It 
is puerile and overweening to thus attribute one’s personal 
ideas to the Divinity, and to affirm that such a thing must 
be, because one imagines God has wished it; but we believe, 
nevertheless, that political economy is intimately connected 
with philosophy and religion by the very idea of its subject. 
Its proper subject, indeed, is wealth. Wealth is what satisfies 
a rational want. What, however, are the essence and limits 
of rational wants? Evidently the answer to this question will 
depend upon one’s idea of the destiny of man, which trans- 
ports us into the domain of philosophy and theology. It 
must not be forgotten that ‘‘the father of political economy,” 
Adam Smith, saw in this science only a part of moral phil- 
osophy, of which natural theology constituted the basis. As 
Mr. Leslie himself has well remarked, Smith concluded for 
liberty of action, because in his Zheory of Moral Sentiments, 
as well as in his Wealth of Nations, he admits that the un- 
opposed action of Providence produces a reign of general 
order most favorable to the State and to individuals. He 
says: ‘“‘Every individual works necessarily to render the 
annual revenue of society as large as possible. Generally, 
indeed, his end is not the public interest, and he does 
not know that he is co-operating towards it. He only seeks 
his own advantage, and in this, as in many other cases, he 
is led by an invisible hand to realize a good which he did 
not suspect.” Smith’s predecessors, whose merit is no longer 
sufficiently appreciated, the physiocrats, also grounded their 
system on a general view of the order of the world, and con- 
sequently on a philosophical conception—theological it might, 
indeed, be called. The law of nature, of physics, which they 
constantly invoke, is nothing else for them than the provi- 
dential law of the theologians. I take a still more conclusive 
example, since it is borrowed from a materialistic philosopher. 
Destutt de Tracy wrote a little treatise on political economy, 
which is a masterpiece of exposition, deduction, and clearness, 
and he makes of it one of the books of his great work, 
Ideology, and an application of his study upon the Will. This 
indicates a view at once profound and true. It proves that 
Tracy considered economical phenomena as the result of 
human volitions, determined by different motives, and not as 
the consequence of fixed natural laws. In any case it inti- 
mately connects political economy with philosophy, which is 
the proper way of conceiving of it. 

I am more disposed than Mr. Leslie to admit that economists 
must ever fix their eyes upon an ideal to be attained, which may 
be thus formulated: What are the laws or social organization 
that must be adopted in order that men may arrive by labor 
at the most complete satisfaction of their rational needs? 
Without doubt, as Mr. Leslie has demonstrated perfectly, 
account must be taken of the history, traditions, instincts, 
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diversities of race and civilization. The same law will here 
have excellent and there detestable effects. The non-inter- 
vention of the State will stimulate individual initiative in the 
United States, and will produce inertia in Mexico. Just so in 
politics, the same government is not adapted to all nations. 
The ideal on one side is liberty without any limitation, and 
on the other the intervention of every one in the management 
of public affairs. With a certain nation, however, absolute 
liberty may lead to-anarchy, and universal suffrage to military 
or theocratic despotism. At every period and in every coun- 
try, men being given as they are and may be, there is an 
order which would bring to them the greatest possible 
amount of independence, well-being, culture, and true felicity. 
This order it is which must be discovered and proposed to 
those who govern, and this ts the economist’s real mission. 
This mission, it must be said, is becoming every day more 
important and more difficult; more important, for the eco- 
nomic, or rather social, questions are assuming a character 
more and more grave, putting on trial the essential bases 
of the present order, as is done, for example, by the claims 
of the Irish tenants, or those of the workingmen of the Con- 
tinent ; more difficult, for the principles ot the science, which 
we were accustomed to consider as unassailable bases of 
argumentation, are put in doubt or denied by the very ones 
who have studied them most thoroughly. Thus, M. Paul 
Leroy-Beaulieu, in the excellent book, so strong in doctrine 
and so full of facts, which he has just devoted to the study 
of the distribution of wealth, expresses himself much more 
severely than does Mr. Leslie on the subject of the funda- 
mental axioms of the orthodox school. Here is what this 
eminent economist writes, who yet energetically protests 
against being “a socialist of the chair:” “in short, almost 
all that the classical economic school has written on the 
distribution of wealth fades away when submitted to a close 
examination.” * Thus, in the very thickest of the ught, and 
when the struggle is daily growing more bitter, the arms 
we have been accustomed to use are declared powerless, and 
we must forge other more solid and better-tempered ones. 
I think, with Messrs. Leslie and Paul Leroy-Beaulieu, that po- 
litical economy is a science to be made over again, but I 
admit this for different reasons. I do not believe as much as 
they that the revered authors of the classical school—Smith, 
Ricardo, Mill—have been mistaken in their theoretical deduc- 
tions. In my opinion, with the exception of some corrections 
of detail, the truths they have established remain acquired to 
us; but I think the very idea of the science admitted by them 
and their successors is incomplete and erroneous. The econ- 
omist must certainly know the so-called natural laws that 
govern the production, distribution, and consumption of 


Essay on the Distribution of Wealth. By M. Paul Leroy-Beaulieu. 
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wealth, or the enchainment of causes and effects produced in 
this department of human activity. But this is only the first 
step, and, so to speak, the means of study, as in reading in 
literature, or the use of the microscope in physiology. The 
proper object of investigation is the civil laws and their con- 
sequences. Economy is “ political’’ only on condition of being 
occupied with the mdéAcs—that is the city, the State. The 
rile of the State and the social arrangements, commonly ex- 
cluded from the circle of economic studies, are, on the 
contrary, the essential thing in them. 

A saying of Sir Henry Maine has been often repeated, that 
the progress of society consists in passing from the status to 
contract—that is, from the system of government in which 
the acts ot life are regulated by custom to that in which they 
emanate from the will and: free agreement. The domain of 
liberty has, no doubt, been enlarged, but it is only exercised 
under the rule of the civil code and the penal code. Con- 
sider Ireland at the present moment. Liberty and common 
law reign there as in England or France; the economical 
relations there are the result of contract. But what states- 
man, were his name Lord Sherbrooke even, would venture 
to pretend that it is enough to apply there the traditional 
panacea of the economists: /aissez faire, latssez passer ? 

To recapitulate, Mr. Leslie has done double service. At 
once an economist, jurist, historian, and man of wit, which is 
not at all a drawback, he has shown, first, that our science 
was to be reconstructed from top to bottom, and then he has 
indicated in what way this must be done. He has not at- 
tempted to rebuild the edifice. He declares it would be pre- 
mature to try it, because the materials are not yet ready ; but 
at ieast he has roughly drawn and cut out a few of them, 
and he has laid out the course to be followed by those whose 
profound and persevering labor will successfully prepare to 
set about the work. EMILE DE LAVELEYE. 

Liége, Belgium. 





TEA PLANTING IN INDIA. 


The culture of the tea plant in India has proved an entire suc- 
cess, and the coming season will see a larger area planted than ever 
before. It is claimed by many old scholars that India was the 
original home of the plant, a theory partly borne out by the fact 
that the finest trees are now grown there with but slight culture. 
As an evidence of the advance made by India as a tea market, the 
marketed crop has increased within twenty years from one million 
to fifty million pounds. It is estimated that more than a quarter 
million of people are directly employed in the growing preparation 
of the crop, while the capital invested will approximate one hun- 
dred million dollars by the close of the next season. 
























































516 THE BANKER’S MAGAZINE. [ January, 


REDEEMABLE BANK NOTES. 


The system of redeemable bank notes, of which we have 
had so long and deplorable an experience in this country, 
has never been reduced to practice in any important degree in 
Europe, outside of Great Britain, and was there definitely 
abandoned in 1844, and with no apparent prospect of being 
again revived. The theory upon which it rests, although not 
the invention of Adam Smith, was stated by him at con- 
siderable length in his Wealth of Nations, first printed in 
1775-6, and his arguments in support of it are the ones 

| which have been used with very little variation or addition 
to the present time. He is the authority constantly invoked 
on that side of the question, and the great and deserved weight 
of his name has been an important circumstance in commend- 
ing it to the favor of English-speaking peoples. In the famous 
Bullion Report (1810) made to the British Parliament, his 
view that redeemable bank notes in no way affected 
the quantity, and therefore in no way affected the value, of 
money, was treated as a well-settled truth. And still nearer 
to our own times, in 1840, when Samuel Jones Lloyd (after- 
wards known, and now always referred to, as Lord Over- 
stone ), was endeavoring to convince a Select Committee of the i 
British House of Commons on Banks of Issue, of the mis- 
chievous nature of bank notes as then issued and regulated 
in Great Britain, he was confronted by the reading, by one of 
the Committee, of Smith’s defence of them, as a conclusive 
ending of the whole controversy. Lord Overstone replied in 
substance that no authority could uphold a demonstrated 
error; that the fact of the general wisdom of Adam Smith 
was quite consistent with his having made many and serious 
mistakes; and that mankind were constantly being educated 
by experience, and especially in respect to commerce, the 
expansion of which was the great feature of these latter days, 
and in respect to money, the most important tool of com- 
merce. 

As the views of Adam Smith in respect to redeemable bank 
notes exerted so controlling an influence in Great Britain for 
half a century, and even now still prevail very largely in this 
country, it is mecessary and proper to exhibit them in his 
own language. 

In his Wealth of Nations, Book 2, Chapter 2, he says: 

The whole paper money of every kind which can easily circulate 
in any country, never can exceed the value of the gold and silver. 
of which it supplies the place, or which (the commerce being sup- 

sed the same ) would circulate there if there was no paper money. 
f twenty-shilling notes, for example, are the lowest paper money 
current in Scotland, the whole of that currency which can easily 
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circulate there, cannot exceed the sum of gold and silver which 
would be necessary for transacting the annual exchanges of twenty 
shillings’ value and upwards, usually transacted within that country. 
Should the circulating paper at any time exceed that sum, as the 
excess could neither be sent abroad nor be employed in the circula- 
tion of the country, it must be immediately returned upon the banks 
to be exchanged for gold and silver. Many people would immediately 
perceive that they had more of the paper than was necessary 
for transacting their business at home, and as they could not send it 
abroad, they would immediately demand payment of it from the banks. 


Further on in the same chapter he says: 

A paper money, consisting in bank notes, issued by people of un- 
doubted credit, payable upon demand without any condition, and, in 
fact, always readily paid as soon as presented, is, in every respect, 
equal in value to gold and silver money, since gold and silver can 
at any time be had for it. Whatever is either bought or sold for 
such paper must necessarily be bought or sold as cheap as it would 
have been for gold or silver. 

The increase of paper money, it has been said, by augmenting the 
quantity and consequently diminishing the volume of the currency, 
necessarily augments the money price of commodities. But as the 
quantity of gold and silver which is taken from the currency is 
always equal to the quantity of paper which is added to it, paper 
money does not necessarily increase the quantity of the whole cur- 
rency. 

The last proposition is illustrated by him in the following 
way: 

The proportion between the price of provisions in Scotland and 
that in England is the same now as before the great multiplica- 
tion of banking companies in Scotland. Corn is, upon most occasions, 
fully as cheap in England as in France, though there is a great 
deal of paper money in England, and scarce any in France. 


Nothing can be more plainly true than that paper pro- 
fessedly and actually redeemable, and when the credit of the 
issues is “undoubted,”’ or, in other words, universally confided 
in, must be as valuable as a purchasing medium in the 
markets as gold and silver. Being as valuable, it would by 
most persons be preferred, from its easier portability and 
other considerations of convenience. But Smith seems never 
to have conceived the possibility of its being also true that 
while the parity of the paper and of the metals might be 
perfectly preserved, they could both be depreciated by there 
being a greater quantity of the mixed paper and metallic 
money than there had previously been of the metallic money 
alone. 

The reason he assigns for believing that no such increase 
of quantity would take place will not, however, bear the test 
of any tolerably close examination. 

In saying, as he does say, that “the commerce being supposed the 
same,” no more money can circulate at one time than at 
another, he fails to see that the quantity of money in use 
depends as much upon the scale of prices as upon the num- 
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ber and nature of the transactions. If a country could be 
surrounded with a Chinese wall, successive additions to its 
currency might be made ad infinitum; but it would be as 
scarce, in the sense of being difficult to be oktained, as it 
was at the beginning. The increased money would be ab- 
sorbed in increased prices. Nobody would perceive that he 
had too much, and nobody would, in fact, have too much, 
having regard to the new scale of valuing land, labor, and 
commodities. Nobody ever had too much money, or is 
ever likely to have too much. However it may have been in 
the poetical ages of Arcadian simplicity, it is certain that in the 
present prosaic ages of commerce and financing, the wealthi- 
est men are forced by the lack of money, in respect to the 
purchases and investments which are offered, to make a 
choice, and not always an easy one, acccrding to the varying 
degrees of attraction which they present. 

‘The United States Monetary Commission (Report 1877 
pages 8 and 9) point out accurately the difference between 
the effects of an overplus of commodities and the effect of 
such an increased supply of money as may be for the moment 
an over supply. They say that “an overplus of a commodity 
manifests ttself in a surplus, for which there is no effective 
demand, and which must be carried as a dead weight,” whereas 
in the case of money, “whatever the supply may be, there ts no 
part of tt which ts a surplus or dead weight. Tt is all wanted, and 
all wanted alike.” And as illustrating how speedily the demand 
for money always comes up to any increased supply, by 
raising prices and by stimulating industry and trade, they 
add : 

The extraordinary gold production in California and Australia was 
quickly followed by a new demand for money, which arose from the 
business activity and prosperity which always attend an increase of 
money. This demand soon overtook the new supply. 

These considerations abundantly justified the United States 
Monetary Commission in adding ( Report, page 9): 

The demand for money is universal, constant, and insatiable. No- 
body ever had so much as to feel a loss or even a diminution of the 
desire for more. In business transactions it is never voluntarily parted 
with, except with the hope of its return, and with a profit. The effect- 
ive demand for it, or, in other words, that demand which is accom- 
panied by an ability to offer equivalents, is only limited by the extent 
of all the possessions of mankind, fixed and movable, and their total 
capacity to render services. 

And, inasmuch as mankind have never failed, and never 
will fail, to advance the prices of their “ possessions, fixed and 
movable,’ and of their “‘ total capacity to render services”’ in the 
same proportion in which the volume of money is augmented, 
the day will never come when the “wmiversal, constant, and 
insatiable demand for money” will be over supplied. 

William H. Crawford, Secretary of the United States Treas- 
ury (Report on the Currency, 1820) says: 
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Every addition made to the currency by the issue of bank notes 
changes the relation which previously existed between the volume of 
the currency and the amount of the commodities which are to be ex- 
changed through its agency. . . . Such an increase will be fol- 
lowed by a general rise in the value of al] articles, especially of those 
which cannot be exported. 


Condy Raguet (Currency and Banking, 1839) says: 


As soon as time has been afforded for that general rise in the 
prices of property and commodities, which is inseparable from in- 
creased issues of paper after it has become diffused throughout the 
circulation, the plenty disappears. . . . It requires, a/ the new 
prices, the whole existing quantity of currency to circulate the com- 
modities which a/ the old prices were circulated by the original 
quantity, and a scarcity of money is just as likely to be felt undera 
depreciated currency as under a sound one. . . . The case is pre- 
cisely the same as would exist if all the specie in the world were 
suddenly doubled, the effect of which would be that it would require 
two ounces of gold or silver to purchase as much of all other com- 
modities as could previously have been purchased with one. Money 
would be no more plenty than before. Gold and silver would be 
more plenty, but money would not be, for the simple reason that 
the prices of property and commodities would be expressed by double 
the number of coins. 


And if by possibility some small interval of time might 
elapse before the addition of a new paper money to an old 
coin money caused a corresponding advance of prices, and if 
by possibility money might be perceived to be during this 
small interval unusually abundant, there is no reason for say- 
ing that the holders of the paper portion of the money would 
“immediately demand payment of it from the banks.” It is of no 
consequence whether they want it for a known present use, 
or keep it for a future use, known or unknown. They would 
be influenced in either case bv the same preference for it over 
the metals, so long as the credit of the paper remained “ wz- 
doubted.’”” Demand for the redemption of bank notes of “ w#- 
doubted credit” only comes after such notes have been in use 
long enough and in quantities large enough to so raise prices as 
to create a balance of foreign trade adverse to the country per- 
mitting the unrestrained issue of such notes. It is then, and 
not before, that bank notes are presented for redemption, 
whether the credit of the issues is doubted or undoubted, and 
for the sufficient reason that specie will pay debts to the 
foreigner, while bank notes will not. That is an aspect of 
the case which Smith entirely overlooked, but which the 
wider and more active movements of commerce since his time 
have made entirely familiar in the experience of mankind. 

That Smith’s attention was never drawn to the interna- 
tional effects of the issue and use of bank notes in a partic- 
ular country, is manifest from his citing as proofs that such 
notes do not increase the currency and prices of the issuing 
country, the fact that the then current comparatively larger 
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note issues in Scotland had not changed the previously existing 
proportion between English and Scotch prices of provisions, 
and the other fact, that corn was ordinarily quite as cheap in 
England, which used “a great deal of paper,” as in France, 
where ‘‘ scarce any’’ was used. He clearly had not the slightest 
conception that anything done in Scotland, in the wav of sub- 
stituting paper for coin, could affect England, or that any- 
thing done in that way in England could affect France. He 
contented himself with laying down the doctrine, that just as 
many metallic pounds in Scotland were expelled from the 
Scotch currency, as there were paper pounds added to it. 
What became of the metallic pounds expelled from Scotland, 
and whether they might not be producing an effect upon 
prices elsewhere, he did not stop to inquire. What he noticed 
as a fact of observation was, that the relative proportion of 
prices as between countries on the metallic basis did not 
seem to be affected by their using different proportions of 
redeemable paper in their currencies, and he jumped to the 
conclusion that it was thereby proved that redeemable paper 
added nothing to the volume of the currency or to the prices 
of the country issuing the paper. What is_ really proved 
by the fact observed by Smith is, not that there is in the 
countries issuing paper no increase of currency and prices 
as the result of the issue of paper, but that there will be in 
the end a corresponding increase of currency and prices in 
all other countries on the metallic basis, so that the old 
relation of prices between the issuing country and other 
countries on that basis will not be permanently changed. 
There is a certain necessary relation between the prices of 
Scotland and England, and it is a very close relation, be- 
cause they are adjoining countries, and the intercourse be- 
tween them encounters no legal and very little physical ob- 
struction. If England should adopt an exclusively metallic 
currency, and if Scotland should entirely expel gold and 
silver by the issue of one-shilling notes, the present rela- 
tion of Scotch and English prices would continue so long 
as the Scotch one-shilling notes were actually kept at the 
metallic standard by redemption, or in any other way. 
As we have seen, the increase of redeemable bank notes 
of “undoubted credit” is finally checked, not because the cur- 
rency of a country (“the commerce being supposed the same” ) 
will not admit of indefinite additions, which will be ab- 
sorbed by an augmentation of prices, but because aug- 
mented and augmenting prices end at last in foreign 
debts, which cause bank notes to be presented for redemp- 
tion. That is the limit to redeemable bank notes, and it is 
by understanding the exact nature of that limit, that we 
shall be able to understand how inherently and hopelessly 
unsound a redeemable bank-note circulation must always be, 
OBSERVER. 
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THE GOLDEN AGE OF AUSTRALIA. 


The following extract is from an exceedingly interesting paper, 
contributed to the Aritish Quarterly Review by R. H. Patterson, 
whose works on the Sczence of Finance and the Economy of Capital 
rank among the most valuable contributions to modern political 
economy. One very important fact developed by the writer in this 
paper is, the value imparted to gold by coining it into money. 


Among the many advantages in social condition which the gold 
colonies of Australia enjoyed over California was the existence of 
good banks. Banking, of the best kind, had been established in 
Australia prior to the gold discoveries. Australian banking was 
established upon the Scotch system, by wealthy corporations, for the 
most part having their headquarters in London. These pillars of 
industry had rendered most useful service from the outset, and they 
helped the colonies greatly during the exigences produced by a vast 
immigration and the turmoil of the gold fever. Nevertheless, during 
those early years o: gold finding (as also occurred in California) 
there was a great scarcity of money. And a most striking proof of 
this scarcity is the fact that gold in Australia was worth only sixty 
or even only forty-five shillings the ounce, in exchange for money, 
whether coin or bank notes. An ounce of coined gold (or its 
equivalent in bank notes) could buy an ounce and a quarter of 
uncoined gold in any quantities. It was fortunate for the population 
that their chief produce (gold) was, of all commodities, the nearest 
akin to money. It is the raw material of money, yet hardly more 
sery <:able as money than a hide is to a man who wants a saddle or 
a pair of leather breeches. 

A scarcity of money is always very adverse to the producing 
classes. It was so even to the gold miners, who (although gold dust 
was more exchangeable than ordinary property) had to exchange 
their produce for a fourth and sometimes a third less than its fair 
and ordinary value where money exists in adequate quantity, or, in 
other words, possesses its ordinary purchasing power. How much 
more adverse to the general interests would such a scarcity of money 
have been, had the staple produce of Australia been other than the 
precious metals? Production in such a case would have been so 
largely deprived of its profits that it would speedily have ceased, 
however profitably it could be carried on under other and ordinary 
circumstances. But gold can be exchanged for money more readily 
than any other commodity; and the gold fields were then so rich, yield- 
ing five or six times the value obtainable by an equal amount of 
labor in other industries, that the Australian miners became wealthy 
even although their produce had to be sold at much less than its 
ordinary value. 

This scarcity of money in a country abounding in gold, actually 
produced from the mines, may at first sight appear a strange phe- 
nomenon. Especially it may be asked, When gold was brought to 
the banks from the mines, why did not the banks purchase it, when 
they could get so large a percentage of profit, seeing that their 
coin or notes could buy thirty per cent. more gold than such money 
could buy elsewhere throughout the world? Had the banks been 
able to purchase the gold, the scarcity of money in circulation would 
have been at an end; for there was an abundance of gold ready to 
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be offered to the banks, and the coin and notes obtained in 
exchange for that gold would soon have been sufficient for the 
monetary wants of the population. Gold would have risen to its 
ordinary world value: and thereupon the banks would have had no 
longer an inducement to buy it; while the gold owners (their mone- 
tary wants being supplied) would have no longer had any necessity 
to make further exchanges of this kind. The gold not needed for 
home circulation as money would have been exported—as nearly 
the whole of the gold from the mines was actually exported—in 
the form of bullion, which is the most convenient and profitable 
form for gold as merchandise. 

How was it, then, that this very natural procedure did not take 
place, or at least but sparingly? How was it that there was, for 
several years, a scarcity of money in the Australian gold colonies ; 
and that a considerable quantity of gold from the mines was 
retained in the country for currency purposes, and yet carried only 
three-fourths of the value which the metal possessed throughout 
the world at large? The difficulty which then existed in Australia 
may be explained in a single word: there was no mint. The 
scarcity of money arose in this way. Gold coin, together with bank 
notes convertible into coin on demand, constituted the money, or 
sole legal currency, of Australia, as of our own country. And the 
banks held no more, or little more, money than was requisite to 
carry on their ordinary amount of business. Being so circumstanced, 
had the banks bought gold with their coin, the stock of coin would 
have become too small to meet the demands of their depositors or 
customers; and as they could not pay their creditors in gold dust 
or in bullion, the banks would have been liable to bankruptcy. If 
they had bought the gold with their notes, the sellers of the gold 
might immediately thereon have demanded payment for the bullion 
in coin, and so have at once deprived the banks of their profit on 
the transaction, besides ‘mperiling the solvency of the banks, which 
had no spare coin wherewith to meet such a demand. Moreover, 
even if the general creditors of the banks, whether note-holders or 
depositors, had been willing to accept uncoined gold (of course at 
its then current value in the colony), the banks would have obtained 
no profit, because the bullion, or uncoined gold, would have carried 
no higher value than the coins with which the banks had purchased 
it. But the Australian banks are banks of issue, and can issue notes 
to any amount which they may deem advantageous. Why, then, did 
they not make purchases of the gold with their notes? As a matter 
of fact, it is highly probable that they might have done so with 
safety to themselves, and, if so, with a large profit, while also 
greatly benefiting the community by supplying the monetary wants 
of the country. As money was greatly wanted, it is probable, or 
indeed certain, that the notes thus issued would have remained in 
circulation. So long as the credit of the banks was stable, the 
notes were quite as good as coin, and therefore there would have 
been no motive for any one cashing them; that is, demanding coin 
in exchange for them. But there was a rzsé in such procedure, 
and all unnecessary risks ought to be shunned in banking. Also, 
although the banks might have made large profit from buying the 
gold with their notes, with the result of supplying the monetary 
requirements of the public, it is also true that a scarcity of money 
enables banks to charge a higher rate for their loans and discounts. 
Banks are the reservoirs of money, which they issue to the public 
through loans or the discounting of commercial bills; and in pro- 
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portion as the currency which they supply is scarce, the banks are 
able to raise the rate of discount, or, in other words, their charge 
for supplying this currency. But the fundamental explanation and 
ample justification of the Australian banks in this matter is that the 
purchase of gold, under the circumstances, would have been sub- 
stantially a trading operation, beyond the proper sphere of banking. 
Except in degree (for undoubtedly gold is more negotiable than any 
other thing, except money itself), the purchase of gold by the banks 
would have been similar to an investment of their money in any 
commercial commodity. Their money would have been “locked up,” 
just as if they had bought a stock of wheat or wool. Their wealth 
would not have been dimished—it might have been considerably 
increased; but their stock of money, the special commodity in 
which banks trade, would have been greatly reduced, proportion- 
ately lessening their power to meet the demands of their customers, 
as well as imperilling their own solvency. 

This dilemma for the gold producers and the general monetary 
difficulty, although much felt in Victoria, was experienced still more 
severely in the adjoining province of South Australia. While gold 
bullion in Victoria sold at sixty shillings the ounce (instead of its 
normal or world value of £ 3 17s. 10$d., or, allowing for loss of 
interest in the process of minting, at £3 17s. 9d.), in South Austra- 
lia it sold, or was convertible into money, at the rate of only forty- 
five shillings the ounce. This great difference of price was owing 
to the weaker or less efficient position of the banks in the latter 
province or colony. The South Australian banks held only a small 
stock of coin, and therefore were less able than their. compeers in 
Victoria to supply currency by the issue of bank notes. The hard- 
ship and general embarrassment in South Australia became so great 
that the legislature of that colony, in June, 1852, established a Gov- 
ernment Assay Office, at which the possessors of gold ore could get 
their bullion converted into stamped bars. By a temporary act 
(for one year) these assayed gold bars were legalized as currency 
at seventy shillings the ounce—still considerably under their proper 
value of gold, as in the other countries; and the notes of the banks 
were made a legal tender to third parties (that is to say, through- 
out the community), but not at the banks, which were bound to 
cash the notes on demand, either in gold or in the stamped gold 
bars. This act brought a great relief. The scarcity of money was 
at an end. The banks bought gold bullion in the form of the 
assayed and stamped bars, largely issuing their notes in purchase 
or exchange, and thereby supplying the wants of the public for 
suitable currency.- In this way the note circulation of the South 
Australian banks rose from £ 97,000 in January, 1853, when the act 
came into operation, to £232,000 before the end of the year. This 
fact shows how severe had been the dearth of currency in this small 
community. As the notes were issued in exchange for bullion, they 
were well secured—gold going into the banks as the notes went out. 
In fact, contemporaneously with this increase of £130,000 in the 
note circulation, the bank reserves increased largely; the increase, 
of course, being made, not in coin or money proper, but in the 
stamped gold bars. 

Notwithstanding this important remedial measure, the hardship to 
he mining population, or the gold-producers, was still serious. 

hey had to part with their gold at about one-fifth less than its 
ormal value, viz., such as it carried in England, New York, Paris, 
and generally throughout the world. Thus their produce and prop- 
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erty was artificially depreciated. Could it have been coined or 
converted into money on the spot, the gold would have at once 
attained its full value. Had there been a mint in Australia, the 
gold produce of the country would have carried its normal value, 
with commensurate profit to the miners, and indeed to the coun- 
try at large. Very naturally, then, a general demand arose for a 
mint. It was very hard upon the miners that their produce should 
be, as it were, artificially depreciated; and it was hard upon the 
whole Australian colonies or provinces that, although suffering 
severely from a dearth of currency, they had to send their gold 
8,000 miles to London and back again before they could get 
their gold converted into coin. At length, yet not without demur, 
this most reasonahle and urgent demand was granted by the Home 
Government. A mint was established at Sydney, the oldest and, 
at that time, still the largest city in Australia; and before the end 
of the year two millions sterling of coin were issued. 

We have dwelt with considerable detail upon this monetary 
crisis in the Australian colonies, because it is pregnant with im- 
portant lessons, inculcated and illustrated by very striking and also 
plainly intelligible facts. It shows how largely dependent is the 
value of gold upon the fact of its being the substance, or raw 
material, of money. In proportion as the yellow metal fails to 
acquire, or is obstructed in attaining, the quality of money, its 
value falls greatly. In most of the leading countries of the world 
there is a State mint, ready to coin (usually free of charge) any 
gold that is brought to it. In such countries, accordingly, gold, 
being immediately convertible into money at pleasure, carries the 
same value, whether in the form of bullion or of coin. But the 
case, as we have seen, was different in Australia at the outset of 
the gold discoveries. There were gold dealers and private assayers 
in Australia; and, as likewise in California, gold dust served to 
some extent and in rough fashion as a medium of exchange—but 
always adversely to the owners of the gold dust, who never ob- 
tained for the gold its proper price, or full value in exchanges so 
made. Even in the form of ingots, or the officially assayed gold 
bars, the precious metal did not carry its proper price, or 
world value, because such lumps of gold were quite unsuitable for 
retail payments, or in the daily purchases of ordinary life. What 
is more, not even the banks could give the full or proper value 
for these gold bars—they could not buy the gold even with notes 
of their own issuing, because they were bound to “cash” or pay 
the notes on demand in legal money—for which purpose these 
gold bars, of course, were not available, until a special Act was 
passed temporarily legalizing these bars as currency. 

Further, no other set of circumstances could so clearly demon- 
strate and strikingly illustrate the vastly important influence of 
time as affecting the great law of supply and demand. When the 
Australians petitioned the Crown to extend to them the royal 
prerogative of coining money—a right which all Governments prop- 
erly keep in their own hands—the project of establishing a mint 
in Australia was strongly opposed by some very able men in this 
country, who maintained that such an establishment, besides being 
open to objection, was quite unnecessary, and that the want of a 
currency would be, and should be remedied, like all other wants, 
by the natural operation of the law of supply and demand. But 
these upholders of “economic science” overlooked the element of 
time, and the dire consequences which must ensue before their 
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law could come into effective operation. No doubt, even without 
a mint, the Australian colonies would by this time have become 
supplied with an adequate currency. They would have supplied 
their lack of coined money just as they supply themselves with 
foreign commodities of any kind, namely, in exchange for the sur- 
lus produce of their own country. And they had been so doing. 
But, owing to the marvelously rapid increase both of population 
and wealth, and the vast remoteness of Australia from the great 
centers of civilization and production, the processes of trade or ex- 
change could not operate so rapidly as was requisite for the re- 
quirements of the community. Merely because it could not be 
coined upon the spot, gold, as we have seen; was selling at only 
two-thirds of its proper value. Thus the mining population, the 
producers of gold, which was then the chief product of Australia, 
were deprived of a large portion of their just profits, entirely be- 
cause they had no means of utilizing the produce of their labor by 
applying it to its normal use, viz., as money. And further, the 
entire community suffered from the dearth of currency. Not 
merely gold, but even more, goods, houses, larid—in short, prop- 
erty of ail kinds—-was abnormally depreciated, on purchase or in 
exchange, simply because money, owing to its deficiency, there bore 
a far higher value than it did elsewhere in the world, Hence the 
Australians were ready (under this compulsion ) to sell their prod- 
uce to foreign buyers at much less than its fair or normal value— 
a loss to the Australian community; while in purchases or ex- 
changes amongst themselves, although there was no loss to the 
community as a whole, there was dire loss or even ruin to indi- 
viduals; and such fluctuations in the value of goods and property 
were both morally and industriously injurious to the best interests 
of the community. Truly, this was a strange dilemma and social 
phenomenon in a country like Australia. What can be more 
strange, at first sight, than that there should be a dearth of money, 
and a severe social crisis in consequence thereof, in a country 
whose chief and marvelously abundant product was gold, pre- 
eminently the canonized metal which constitutes the money or 
currency of mankind; and yet such a dearth, with equally disas- 
trous consequences, overshadowed the fortunes, at one time or 
other, both of Australia and California, and has left a lesson of no 
small importance to the world at large. 

A very large portion of the intellectual mistakes of mankind 
arises from an implicit reliance upon some widely known and well- 
established rule, maxim, or principle, without making allowance 
for circumstances and influences which at times obstruct the opera- 
tion of the deservedly venerated or appreciated principle. The law 
of supply and demand is a principle or doctrine of this kind. It 
is in itself rather a truism than a truth. It is no discovery of 
modern science; indeed, its general correctness has been visible 
to men of all times and of the most commonplace intellect. The 
earliest trader, even the simplest rustic who drove his pigs or 
sheep to market, knew that the fewer the pigs or sheep in the 
field, and the more numerous the intending purchasers, the higher 
would be the price he could ask for his wares. Equally true is it, 
when the maxim is applied to general affairs, that if any com- 
modity be scarce, and consequently its price exceptionally high, in 
any locality, men of other countries, or in other parts of the same 
country, will hasten to supply the scarcity in order to obtain a 
higher price for their goods than they could get elsewhere. Further, 
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as the earth is still capable of yielding produce of all kinds suff- 
cient for the wants of mankind, a scarcity in one part of the 
world will ere long attract a supply from other quarters. Yet in 
human affairs how much depends upon time! Men suffer or die 
under the scarcity, and what consolation is it to them that the sup- 
ply which they needed will come in time for other men or another 
generation? Moreover, it is upon the current well-being of its 
people that depends the power or prosperity of a State or com- 
munity. In a new State, especially, rejoicing in the vast re- 
sources of a California or Australia, every season of hardship, 
every generation or part of a generation which is robbed of its 
gains by some cause beyond its own control, and of a nature not 
merely local but highly exceptional, the effect most seriously 
checks the progress and prosperity of the community. 





—_— 


THE USE. OF BANK CHECKS AS MONEY. 


The function which bank checks perform as money has never 
been more clearly shown than by Mr. Knox, in his last annual re- 
port. The subject has been discussed on another page, and the fol- 
lowing is that portion of the report to which we allude: 


For a long period in their early history, bills of exchange were in 
fact what their name implied—namely, bills drawn in one country 
to be paid in another. The common law of England, which inflexi- 
bly forbade the assignment of debt, was a bar to their early intro- 
duction into that country; but they eventually forced themselves 
into use there, through the facilities which they afforded in the 
conduct of trade with other nations. It was long before the trans- 
fer of inland debts was sanctioned in England; but the practice at 
length prevailed, being first adopted in the intercourse between 
London and York, and London and Bristol. By the gradual strik- 
ing off of one limitation after another, bills of exchange, after the 
lapse of several centuries, became what they now are, simply an 
order from one person to another to pay a definite sum of money. 
The convenience of trade gradually overpowered the narrow restric- 
tions of the common law, until it became lawful to transfer an 
obligation from one person to another, in the form of a bill of ex- 
change, while at the same time it remained unlawful to do so in 
other forms, such as by a simple acknowledgement of the debt by 
the debtor. 

About the end of the sixteenth century the merchants of Amster- 
dam and Hamburg, and of some other places, began to use instru- 
ments of credit among themselves; and, as their intercourse in- 
creased, these instruments naturally assumed the form of an 
acknowledgement of the debt by the debtor, with a promise to pay 
to the bearer, on demand, or at a specified time. Such instruments 
are now called promissory notes. They first began to be used by 
the goldsmiths, who originated the modern system of banking soon 
after 1640. They were then called goldsmiths’ notes, but they were 
not recognized by law. The first promissory notes issued in Eng- 
land, under the sanction of law, were those of the Bank of 
England, in 1694, and which were technically bills obligatory, or bills 
of credit. By the act founding the bank its notes were declared to 
be assignable by indorsement, although ‘this privilege was not then 
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extended to other promissory notes. But by an act passed in 1704, 
promissory notes of every kind, including those of private bankers 
and merchants, as well as of the Bank of England, were all placed 
on the same footing as inland bills of exchange; that is to say, 
they were all made transferable, by indorsement on each separately. 
With respect, however, to the Bank of England notes, as these were 
always payable on demand, the practice a indorsing soon fell into 
disuse, and they passed from hand to hand like money. In the case 
also of the notes of private bankers of great repute, the indorse- 
ment was often omitted. 

Until near the year 1772, this method of making exchanges by the 
issue of promissory notes, made payable to bearer on demand, was 
generally adhered to by bankers. But about that time the practice 
in this respect became changed. When the bankers made discounts 
for their customers, or received deposits from them, instead of giv- 
ing as before promissory notes or deposit receipts, they wrote down 
the amount to the credit of their customers on their books. They 
then gave them books containing a number of printed forms. These 
forms were called checks, and were really bills of exchange drawn 
upon the banker, payable to the bearer on demand. 

Prior to the period when checks were introduced, the issue of 
promissory notes by the London bankers was very extensive; but 
the method of doing business by the use of checks was found by 
them to be so convenient, and it possessed so many practical ad- 
vantages over that by way of notes, that issues of the latter were 
soon generally discontinued, and that of checks adopted in their 
stead. The bankers, however, were never forbidden to issue such 
notes until the bank act of 1844. 

For many years the English courts held that a check is binding 
on the banker, having assets of the drawer, without acceptance; 
but more recently these earlier decisions have been overruled, and 
it is now the established doctrine of the highest English tribunals 
that a check is not binding upon a bank until accepted, notwith- 
standing the fact that the bank has assets of the drawer. In a 
case in which the First National Bank of New Orleans was defend- 
ant, where certain holders of its drafts on a Liverpool bank at- 
tempted to recover from the latter bank the amount of the drafts 
out of an ample balance to the credit of the New Orleans bank 
after its failure, the House of Lords affirmed the decision of the 
Lord Chancellor, and held that the drafts were not even equitable 
assignments of any part of the drawer’s funds. 


PROPORTION OF BANK CHECKS, ETC., USED IN LONDON. 


The first information given to the publicas to the amount and 
proportion of checks, bank notes and coin used in the business of 
banking, was by Sir John Lubbock, an eminent scientist and banker, 
and president of the London Institute of Bankers, and was based 
upon the business of his own bank during the last few days of 
1864. His statement, given below, is copied from a paper read by 
him before the London Statistical Society, in June, 1865, entitled 
“Country Clearing,” and published in the journal of that society 
for September, 1865, to whose tables I have added the proportions 
of checks, bank notes, and coin: 

In order to give the proportion of the transactions of bankers which passes 
through the Clearing House to that which does not, I took the amount of 
4% 23,000,000, which passed through our hands during the last few days of last 
year, and found that it was made up as follows: 
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DE centeshenesagnseeesgoues. oxenes eeeees £ 16,346,000 70,8 per cent. 
Cheques and bills, which did not pass through 

the clearing..... $666050066060 006 EseKesNE S000 5:394,000 23.4 “u 
 iienthihicin ahve eudlndeeeke'en bh 1,137,000 4.9 u 
nid nivdt bn eenk déedattinkbbakiebobnbaal eed 139,000 0.6 “ 
Mh... csceseeeeanenon Nene dahid meena 79,000 0.3 u 

Wr dake ccncesesneue sebadueedeebecoenses £ 23,095,000 100.0 u 


F It would appear from this that out of each £ 1,000,000, rather more than 
% 700,000 passes through the clearing. The second amount given above, 
4 5»394,000, includes, of course, the transfers made in our own books from the 
account of one customer to that of another. These amounted to £ 3,603,000, 
the remainder, 41,791,000, representing the cheques and bills on banks which 
did not clear. 

In order to ascertain the proportion of 
coin, in town, I have taken an amount, 
customers, This was made up as follows: 


ayments made in bank notes and 
17,000,000, paid in by our London 





Cheques and bills on clearing bankers........... £ 13,000,000 77.4 per cent. 
Cheques and bills on ourselves ..............2+- 1,600,000 9.5 ” 
Cheques and bills on other bankers ............ 1,400,000 8.3 u 
ee Cio rcccss «eeeeerdee ce e000 674,472 4.0 ” 
Country-bank notes ........... Seeeceees eenees 9,570 OI u 
PU buehbacnededsdabeokss<46ckbeete weds edunsese {17,960 0.7 " 
ial eile i ta a ie ou he ot £ 16,802,000 100.0 “ 


The above amount of bank notes, small as it is, must, I think, be still 
farther reduced, All the clearing bankers have accounts at the Bank of Eng- 
land, and, as we require notes to supply our till, we draw them from the Bank 
of England, crediting the bank in our books. Out of the above amount of 
£674,470, £ 266,000 were notes thus drawn by us from the bank to replenish 
our till, and did not represent an amount paid in by our customers to their 
credit. This amount must, therefore, I think, be deducted from both sides of 
the account. On the other hand we must add the amount of notes paid in for 
collection and discount, and loans on security, which pass through a different 
set of books and which represented a sum of £ 2,460,6 

Making these alterations we find that out of £19,000,000 credited to our 
town customers, £ 408,000, consisted of bank notes, £ 79,0co of country- 


bank notes, and £118,000 of coin: 





i Ca ndcecegeddkaxddenesoscesdees £ 18,395,000 96.8 per cent. 
Cds oh6bens666n6bee Veendeowéeeew ee 408,000 2.2 " 
bie geecaneoetndsas secctees cod ; 79,000 0.4 ” 
PE GdsCenddnte betes eeNsneennsedenns cémen<s 118,000 60.6 " 
EERSTE Te Pee A ee La IGS eee £ 19,000,000 100.0 " 


In an article on bank notes, published in the Journal of the 
Institute of Bankers, London, for March, 1880, Mr. John B. Mar- 
tin gives a table showing the percentage of bank notes, coin, and 
checks used in banking transactions, which was compiled by him 
from several sources. This table is given below: 























Manchester and Salford 
Robarts, Lub- Morrison , 
9 - p Bank and another Martin & Co. 
bock & Coa. Dillon & Co. local bank. 
Re- Re- Re:- = 
—— = ond a. g| Paid. 1859. | 1864. | 1872, | ceived Ba ak 
London \general 1878-79. ‘ 
Per ct.| Perct.| Perct.| Perct. | Perct.| Perct.| Perct. | Perct.| Perct. 
Bills and checks} 96.8 94.1 go 97 47 58 68 96.5 96.9 
Notes ..... .....| 26 5.3 7 2 } { 38 27 2.6 2.1 
Coit. occ ccccccse 6 -6 3 I 53 4 5 -9 1.0 
100 100 100 100 





























100 100 100 100 100 

















1882.] THE USE OF BANK CHECKS AS MONEY. 529 


The first two columns of percentages are obtained from the data 
contained in the table previously given, and show the ratio of 
checks, notes, and coin received by the firm of Robarts, Lubbock 
& Co., in payments made to them during the last few days of 
1864; the first column showing the percentages of the items named 
above, in the receipts from London bankers alone, and the second 
the percentages in the receipts from all sources. The next two 
columns are derived from an analysis of the receipts and payments 
of the firm of Messrs. Morrison, Dillon & Co. The next three 
columns show, for the years 1859, 1864 and 1872, respectively, the 
percentages of checks and cash derived from an estimate made 
of the total transactions of the Manchester and Salford Bank, and 
published in the Journal of the Statistical Society for March, 1873, 
at page 86. In reference to these transactions of the Manchester 
banks, it is stated that the amount of cash shown is very re- 
markable, and that it is believed that the proportion of coin in 
it very largely exceeds that of England, taken as a whole, because 
the statement proceeds from a great wage-paying district. The last 
two columns of the table show the results of an analysis of the 
receipts and payments of Martin & Co. To obtain these percent- 
ages, the transactions of Mr. Martin’s own firm were observed for 
six working days in each month, from the 2oth to the 26th, for 
a period of several months, covering the latter part of 1878 and 
the first part of 1879. 

In each instance in this table, it is to be observed, the trans- 
actions are those of one bank or firm only, and in making up the 
aggregate, from which the percentages are calculated, the business 
for several days has been taken; differing in these respects from 
the returns hereafter given from the National banks in this country, 
which are results obtained from combining the transactions upon 
one day, and for the most part of the same day, of a large num- 
ber of banks doing business. in widely different sections of the 
country. 


PROPORTION OF BANK CHECKS USED, FROM DATA PRESENTED BY 
PRESIDENT GARFIELD. 


The first information ever given upon this subject in this country 
was compiled by the late President Garfield, who was well known 
as a careful investigator of economic subjects. 

In his speech on resumption, delivered in the House of Repre- 
sentatives on November 16, 1877, he said: 

In 1871, when I was chairman of the Committee on Banking and Currency, 
I asked the Comptroller of the Currency to issue an order, naming fifty-two 
banks which were to make an analysis of their receipts. I selected three 
groups. ‘The first was the city banks. The second consisted of banks in cities 
of the size of Toledo and Dayton, in the State of Ohio. In the third group, 
if I may coin a word, I selected the ‘‘countriest” banks, the smallest that could 
be found, at points away from railroads and telegraphs. The order was that 
those banks should analyze all their receipts for six consecutive days, putting 
into one list all that can be called cash—either coin, greenbacks, bank notes, or 
coupons, and into the other list all drafts, checks, or commercial bills. What 
was the result? During those six days $ 157,000,000 were received over the 
counters of the fifty-two banks ; and of that amount, $ 19,370,000—1I2 per cent. 
only—in cash, and eighty-eight per cent., that vast amount representing every 
grade of business, was in checks, drafts, and commercial bills. 


RECEIPTS IN MONEY AND CHECKS OF ALL THE NATIONAL BANKS. 


In order to obtain the fullest possible information on this subject 
the Comptroller recently issued two circular letters to the National 
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banks, asking for classified returns of their receipts and payments 
at different dates. The first circular requested a return to be made 
for June 30, which date marked the close of the fiscal year; and the 
second one asked for a return on September 17, which was the mid- 
dle of the third month. following. It was believed that a compari- 
son of returns made for dates so dissimilar would be a. substantial 
test of their accuracy, and would present a fair average of their 
operations for the current year. Returns for June 30, were received 
from 1,966 of the 2,106 national banks then in operation, and in 
response to the request for statements for the date of September 
17, returns were received from 2,132 banks, being all of the banks 
in Operation at that date. A few of these later returns, about fifty 
in number, were for a day subsequent to September 17, but their 
relative number being small they have been tabulated as being of 
that date. 

The total receipts of the 1,966 banks, on June 30 last, were 284 
millions of dollars, ($284,714,017). Of this amount there was less 
than two millions ($1,864,105) in gold coin, about half a million 
($440,997) in silver coin, and eleven and one-half millions ($11,- 
554.747 ) in paper money; the remainder, amounting to 270 millions 
($ 270,854,165), being in checks and drafts, including- nine millions 
($9,582,500) of clearing-house certificates. The gold coin equaled 
0.65 of one per cent. of the total receipts; the silver coin was 0.16 
of one per cent.; the paper money 4.6 per cent.; while the checks 
and drafts constituted 91.77 per cent. of the whole amount; or, in- 
cluding the clearing-house certificates, they were equal to 95.13 per 
cent. In other words, the total percentage of coin and paper money 
received was 4.87 per cent. only, while that of checks and drafts 
was 95.13. 

The receipts of all of the National banks, 2,132 in number, on Sep- 
tember 17, were $295,233,779. Of the sum $4,078,044 consisted of 
— coin, $500,301 of silver coin, and $13,026,570 of paper money. 

he remainder, amounting to $277,628,862, consisted of checks and 
drafts, and $6,592,337 of clearing-house certificates. The gold coin 
equaled 1.38 per cent. of the total receipts; the silver coin 0.17 of 
one per cent.; the paper money 4.36 per cent.; and the checks and 
drafts 91.85 per cent., while the checks, drafts and clearing-house 
certificates, together, were equal to 94.09 per cent. of the whole, 
On September 17, therefore, the total per centage of cash was 5.91 
per cent. only. 


TOTAL RECEIPTS OF MONEY AND CHECKS BY THE BANKS IN NEW 
YORK CITY AND IN FIFTEEN OTHER PRINCIPAL CITIES, AND BY 
THE REMAINING BANKS. 


The receipts of the forty-eight National banks in New York City, 
on June 30, were 167 millions ($167,437,759), of which less than 
one-half million ($460,993.67) was in gold coin, $15,996.95 in silver 
coin, and $1,706,604.06 in paper money; the remaining 165 millions 
($ 165,254,164) being in checks and drafts, including nearly four mil- 
lions ($3,835,500) of clearing-house certificates. 

The banks in New York City, on September 17, reported receipts 
amounting to $165,193,347, of which § 805,588 was in gold coin, 
$7,857 in silver coin, and $1,071,315 in paper money, the remainder, 
$ 163,308,587, being in checks and drafts, including $3,792,000 of 
clearing-house certificates. 

The receipts of the 187 banks in the fifteen reserve cities, exclusive of 
New York, on June 30, were seventy-seven millions ($77,100,705 ), of 
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which $581,070 was in gold, $114,485 in silver. $3,631,710 in paper 
money, and seventy-two millions ($72,773,450) in checks and drafts, 
including $5,747,000 of gold clearing-house certificates. 

On September 17 the receipts of 189 banks in fifteen reserve cities, 
exclusive of New York, were $77,922,246, of which $1,448,415 was 
in gold, $138,248 in silver, $4,486,045 in paper money, and $71,849,- 
538 in checks and drafts, including $2,734,378 in clearing-house cer- 
tificates. 

The total receipts of the banks outside of the cities, 1,731 in 
number, on June 30, were forty millions ($40,175,542), of which 
$822,041 was in gold coin, $310,516 in silver coin, six millions ( $6,- 
216,433) in paper money, and nearly thirty-three millions ($32,826,- 
552) in checks and drafts. 

On September 17 these banks, 1,895 in number, received $ 52,118,- 
185, of which $1,724,040 was in gold coin, $354,197 in silver coin, 
$7,469,210 in paper currency, and commana in checks and drafts. 


TOTAL RECEIPTS AND PROPORTIONS OF GOLD COIN, SILVER COIN, 
PAPER MONEY, AND CHECKS AND DRAFTS. 


In the following tables are shown, both for June 30 and Septem- 
ber 17, the proportions of gold coin, silver coin, paper money, and 
checks and drafts, including clearing-house certificates, to the total 
receipts, in New York City, in the other reserve cities, and in banks 
elsewhere, separately, and also the same proportions for the United 


States : 
JUNE 30, 1881. 




























































































| Proportions. 
Localities. a - Receipts. | 
| Gold Silver | Paper Checks, 
coin. coin. |currency.|drafts, etc. 

* t+ ait adie | | Per cent.| Per cent.| Per cent.| Per cent. 
gee 48 | $ 167,437,759 0.27 0.01 1.02 98.70 
Other reserve cities ..........| 187 77:100,715 || 0.76 0.15 4-71 94-38 
Banks elsewhere 1,731 40,175,542 || 2.04 0.77. | +=%415+47 81.72 

United States 1,966 | $284,714,016 0.65 0.16 | 4-06 95-13 

SEPTEMBER 17, 1881. 

New York City 48 | $165,193,347 0.54 0.01 0.65 98.80 
Other reserve Cities............| 189 77:922,247 1.86 o.18 5.61 92.35 
Banks elsewhere | 1,895 52,118,185 3.31 0.08 14.27 81.74 

United States | 2,132 2 53233,779 1.38 0.17 4.36 94.09 




















On pone 30 the proportion of gold eoin to the whole receipts in 
New York City was 0.27 of one per cent.; of silver coin, 0.01 of 
one per cent.; of paper money, 1.02 per cent.; and of checks and 
drafts, including clearing-house certificates, 98.7 per cent. 

The percentage of gold coin received in the fifteen other cities 
was 0.76; of silver coin, 0.15; of paper currency, 4.71; and of checks 
and drafts, 94,38. The percentage of gold coin received by the 
banks not included in these cities was 2.05; of silver coin, 0.77; of 
paper currency, 15.47; and of checks and drafts, 81.71. 

Taking all the banks together, the relative proportion of gold 
coin received was 0.65, of silver coin, 0.16, of paper currency, 4.06, 
and of checks and drafts 95.13 per cent. 
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On September 17 the proportion of gold coin to the whole re- 
ceipts in New York City was 0.545 of one per cent., and of silver 
coin, 0.005 of one per cent.; of paper money, 0.65 of one per 
cent., and of checks and drafts, including clearing-house certificates, 
98.8 per cent. 

The percentage of gold coin received in fifteen other cities was 
1.86; of silver coin, 0.18; of paper currency, 5.61; and of checks 
and drafts, 92.35. The percentage of gold coin by the remaining 
banks in the country was 3.31; of silver coin, 0.68; of paper cur- 
rency, 14.27; and of checks and drafts, 81.74. The receipts of the 
2,132 banks together show a relative proportion of gold coin, 1.38; 
of silver coin, 0.17; of paper currency, 4.36; and of checks and 
drafts, 94.09. 

The checks received by the banks in New York City, including 
both State and National, on the 30th June, 1881, and which were 
cleared on the following day, amounted to 141 millions. Of this 
amount, 113 millions were cleared by twenty-three banks, all of 
which have relations to a greater or less extent with brokers. 
From an examination of the clearings of each of these twenty- 
three banks, it was found that the total of certified checks on that 
day amounted to about eighty millions, of which it is probable 
that at least ninety per cent., or seventy-two millions, represented 
stock transactions. About ten per cent of this amount should be 
allowed for the daily payment and reborrowing of loans by brokers, 
which is accomplished by means of certified checks. It is there- 
fore estimated by those who are conversant with these subjects, 
that of the 141 millions of exchanges, about sixty-five millions re- 
present stock-exchange transactions, 

There are really no data upon which a conclusion can be ob- 
tained as to what proportion of these large stock transactions are 
speculative, and what legitimate, or for investment. It is estimated, 
however, by those who have had long experience in the business, 
that not more than five per cent. of all purchases and sales at 
the stock board are for investment account. Assuming that these 
estimates are reasonable, it would follow that about sixty millions 
of the 141 millions of clearings upon June 30, or about three- 
sevenths of the whole, represent the speculative transactions of the 
stock board, and that eighty-one millions, or four-sevenths, repre- 
sent legitimate business transactions. 





NAVIGATION OF HUDSON BAY, 


A question which is regarded as of some importance and is at- 
tracting corresponding attention in Canada is whether or not Hud- 
son Bay can be safely navigated for a considerable part of each 
year. The Toronto Globe remarks that “if steamers can get through 
the straits for six or even five months of the year, the construction 
of a railway from the heart of the Northwest to a point near Fort 
Nelson is certain, sooner or later.” Zhe Globe suggests that an ex- 
ploration of Hudson Bay should be undertaken by the British Gov- 
ernment by means of a steamer belonging to the fleet which is 
constantly kept in the Atlantic, with headquarters at Halifax. 
The cost of such an investigation to the Imperial Government 
would be small, but Canada cannot &fford to organize an independ- 
ent expedition for the purpose. 
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CURRENT EVENTS AND COMMENTS. 


RAILROAD DEVELOPMENT. 


Mr. Edward Atkinson prophesies, after allowing for one com- 
mercial crisis and one railroad panic within the next seven years, 
that 117,500 miles of new railroad will be built before the begin- 
ning of 1900. There were gI,00o in operation at the first of 1881, 
and he expects this figure to be swelled to about 209,000 by the 
close of the century. The State of Massachusetts had on the Ist 
of January, 1881, one mile of road to each 4.12 square miles of 
surface, and the rest of the world followed in this order: Belgium, 
England and Wales, New Jersey, Connecticut, Rhode Island, Ohio, 
Illinois, Pennsylvania, Delaware, Indiana, New Hampshire, Switzer- 
land, ending with New York, which has one mile of road to each 
9.8 square miles. He concludes that some sections of the country 
will never need more than one mile of road to 64 square miles, 
while others will have it for 32, 16 and 8, since the presence of 
navigable streams and wide mountain ranges will affect the need 
and adaptability of a country for railroads. 


CONGRESS AND PRIVATE CLAIMS, 


There has lately been published a letter upon the subject of 
private claims before Congress which was written by Joshua R. 
Giddings to Elihu B. Washburne, May 25, 1864. In it Mr. Gid- 
dings said that in his opinion the whole system of passing upon 
private claims by the Legislative Department of the Government 
should be abolished. He characterized it as corrupting to the 
morals of the nation, and declared that nine-tenths of such claims 
were neither legal nor just, and that their payment was sheer rob- 
bery of the Treasury for the benefit of men most of whom were 
base speculators. This opinion he based upon his long experience 
as Chairman of the Committee on Claims, and he quoted, in 
further support of it, from a report of that committee as long 
ago as 1816, in which it was declared that the system “holds out 
temptations to fraud, forgery, and perhaps perjury.” 


COST OF GAS. 


The Buffalo Exfress gives an interesting table of the prices paid 
for illuminating gas in some of the principal cities in this country. 
In five of the seventy-three cities on the list, private consumers pay 
the same as in New York—$2.25 per thousand; in twenty-one cities 
the price is less, and forty-seven it is more. Pittsburgh stands first, 
with gas at $1 per thousand, and Ithaca next at $1.20. Then follow 
Allegheny, $1.25; Cleveland, $1.65; Poughkeepsie, $1.75; Columbus, 
O., $1.80, and so on, There seems to be no fixed ratio between 
the size of the town and the price of gas. In most cases gas is 
sold to cities at a somewhat lower rate than to private consumers, 
but Dubuque, Ia., is a very noticeable exception, for there the city 
pays $7 per thousand, while the consumer is charged $3.50. 
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AMERICAN AGRICULTURE. 


The U. S. Commissioner of Agriculture reports that there are 
7,600,000 persons engaged in farming in this country; that the total 
value of farms and a implements is $13,461,200,343; about two- 
thirds of the productive wealth of the nation. The value of farm 

roducts and live stock of 1878 was $300,000,000, against 
§ 2,800,000,000 of mining and manufacturing products. A majority of 
the adult male portion of the United States is engaged in agricul- 
ture, and more than half the wealth of the Union is invested in 
that industry. There are 2,000,000 persons engaged in mining and 
manufacturing, whose interests are closely allied with those of the 
agriculturist. 


SOUTHERN COTTON-SEED-O/IL MILLS. 


The cotton-seed-oil mills that are rapidly being put in operation 
in the South are creating no little stir and discussion as to their 
effect on the agricultural interests of the country. This is a com- 
paratively new industry, and we already find no less than 120,000 
tons of oilcake, or cotton-seed oil, have but recently been shipped 
abroad, not counting the supply sold and consumed in non-cotton 
producing sections of our own country. 


LOUISIANA. 


Governor McEnery, in his message to the Legislature convened 
Dec. 5th, says: “There is no reason for the continued cry of 
poor Louisiana and her impoverished people. We must realize the 
fact that she is rich, and force her to the front rank of the 
States. Her assessment roll for 1880 shows a _ valuation of 
$ 177,096,459, and for 1881, $181,660,291. This is wrong and should 
be corrected. Such valuations do us no credit. When the pro- 
perty of this State is thoroughly assessed, even at two-thirds of 
its value, it will show a valuation of quite $300,000,000, The 
constitutional limit on taxation will then be more than sufficient. 
The tax rates can then be reduced, the State Government sus- 
tained and the State debt annually decreased. Confidence will be 
restored; our bonds will be on the market, at reasonable interest, 
commanding a premium; capital will rapidly find its way here, and 
we will no longer be humiliated by the low credit of our State.” 

The silk industry is reviving in Louisiana, the news of this 
spring’s hatching being very encouraging. Interest in the culture is 
growing, and inducements are offered to silk workers to come from 
France and engage in the business. The first exports of silk from 
Louisiana were made as far back as 1718. The culture of silk is 
also being revived in South Carolina and Georgia. 


SAF « ALLIGATOR LEATHER? 


Alligator leather has been in use about twenty-one years. Its 
many advantages, among others that it is absolutely waterproof, 
caused it rapidly to grow in favor. So rapid was the growth of this 
leather in public favor, that the lagoons of Louisiana were almost 
entirely cleared of the reptiles, and the center of the traffic in the 
salted skins changed from Louisiana to Florida. Throughout the 
vast swamps of the latter State the hunting of alligators has become 
a regular business, vast quantities being annually captured, and 
such proportions of the skin as can be utilized are sent north. 
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RAMIE IN THE SOUTH, 


It was long ago conceded that the cultivation of this plant would 
prove a very God-send to the South if only some simple and eco- 
nomical method of making it marketable could only be invented. 
Now, at last, unless the New Orleans Democrat is greatly at fault, 
this great desideratum has been achieved. Mr. Kendal: has invented 
a machine that does the business of cleansing the fiber, while Dr. 
Roberts has discovered a chemical that bleaches it to to the white- 
ness of snow. Their experiments not only with the ramie, but with 
other fiber-producing plants, have, so the public is assured, been 
attended with the most gratifying success. So confident is the 
Democrat, it dares to say that “this entire problem, with its sev- 
eral ramifications, is completely and satisfactorily solved.” The 
ramie is what is otherwise called ‘‘rhea” or “China grass” and is 
extensively cultivated in India.’’ Whether it will be extensively cul- 
tivated in the South or not seems to depend largely upon the suc- 
cess or failure of the invention already alluded to—the great difficulty 
at present being in separating the fiber from the stalk. This now 
has to be done by manual labor, a slow and tedious task. The 
English Government once offered a prize of $24,000 for a machine 
that would do the work. 


QUICKSILVER. 


J. B. Randol, manager of the New Almaden Mine, has prepared 
a careful statement of the product of quicksilver in California, 
Austria and Spain for the past thirty-one years, from which in- 
teresting facts are gleaned. The New Almaden Mine, in Santa 
Clara County, is the only California cinnabar deposit that has 
been worked continuously during this period. There are twenty- 
five or thirty mines of this character in the State. The object of 
the statement is to show the importance of California as a source 
of the world’s supply of this metal. The total yield of the Cali- 
fornia mines from 1850 to 1880, both years inclusive, compares as 
follows with the famous Almaden Mine, of Spain, and Indria Mine, 
of Austria: 


California prod uct, flasks of 75% Ibs.............. 1,197,995 

OS SND Tine s docccccescacccencscness 902,364 } 1,142,198 

SE hoabasasand dcdeeiede pawktSeudabccaewsanbbontl 230,834 5 °?*4 
Becoes for Calitermia. Gags. ...ccccccccccecess 54,897 


SAHARA DESERT RAILROAD. 


The French built the Suez Canal, the greatest feat of engineering 
of the last decade, and it is French enterprise which proposes to 
carry on another scheme quite as important as the great canal. It 
is to build a railroad across the desert of Sahara. The plan is to 
build a road from the French possessions in Africa through the 
desert to the headwaters of the Niger, and to form a junction 
with a railroad running east from the French colony of Senegal. 
Beyond the Sahara lies the Soudan, an India in an ocean of sand, 
with fifty millions of inhabitants, who are eager to receive Euro- 
pean productions and to export their gums, their cotton, and their 
coffee. For more than a year expeditions under the authority of 
the French Government have been pushing their explorations. In 
the present disturbed state of the native population of North 
Africa nothing can be done. But when peace is restored we may 
see the project revived. 
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EXTENSION OF THE FAPANESE TELEGRAPH. 


The telegraph system in Japan, which dates from 1871, comprised 
at the beginning of last year 3929 miles of line, with 9345 miles of 
wire. The total number of telegrams during the year was 1,272,756, of 
which about ninety-six per cent. were in Japanese, while international 
messages numbered 22,695. The Japanese language having no regu- 
lar alphabet, it became necessary for telegraphic purposes to form a 
combination of Morse characters to represent the sound of the syl- 
labary known as the Katakana. This was effected by using the let- 
ters of the international code, supplemented by others formed of 
five dots and dashes (figures excepted), to produce a total of forty- 
seven signs, and the alphabet thus constituted is stated to have 
given tolerable satisfaction during the nine years that have passed 
since its introduction. A telegraph school has been started for 
training Japanese youths as operators, and during the last year 227 
were appointed to new offices or sent out as reliefs, leaving ninety- 
seven under tuition. They are taught to write and speak English 
and French, and receive the rudiments of an English education. In 
1880 there were 112 offices open for general traffic, local and inter- 
national, and seventy others connected with Government depart- 
ments, railways or police, while fifty-three are kept open day and 
night. There are 348 Morse instruments in use, twenty-six single 
needle blocks and twenty-nine telephones of the Bell pattern. 


A VALUABLE TREASURE-TROVE., 


A treasure-trove of great value, and not a little historical interest, 
is reported from Niedersteinbrunn in Alsace. An earthenware jar 
has been dug up on the site of an old house, containing about 4,000 
gold coins of the aggregate weight of nearly twenty pounds. They 
are all of the same mintage, bearing dares from 1617 to 1623. On 
one side is the ethgy of a double eagle, with the name of Berchtold 
V., Duke of Zanhringen, founder of the city of Berne, and also of 
Freiburg-im-Breisgau. On the reverse are the arms of Berne, a bear 
on a mown field. 


ANCIENT EXTRAVAGANCE AND MODERN. 


Some startling instances of extravagance and prodigality are given 
by the writer of an article on Ancient and Modern Luxury, which 
appears in the new Quarterly. From the days when Lucullus 
spent £1400 on a supper, and Caligula swallowed jewels, to mod- 
ern times, when a certain Chinese lady is said to have rented an 
island for the special supply of bird’s nests for her soup, the story 
is the same. Alcibiades gave £250 for a dog; and Augustus states, 
as a title to gratitude, that he had exhibited 8000 gladiators and 
given 3500 beasts to be killed. Lollia Paulina wore a set of jewels 
valued at £ 400,000, and Nero’s diadem cost 5200 gold crowns. A 
chateau for Mme. de Montespan was only erected for 2,861,728 livres. 
The Duc de la Torres gave 25,000 crowns for a horse. The house- 
hold expenses of Louis XVI were enormous; his sisters were said 
to have burnt candles costing 215,068 livres in a year. The outfit 
for an eight days’ visit to the Compiegne Court of Napoleon III 
was 12,000 francs. The conclusion at which the writer arrives is 
that if the fancy and sense of beauty are never to be advanced the 
higher faculties will become torpid. “ Race without wants, race 
without ideas. Who thinks of Sparta when we speak of Greece? 
‘A thing of beauty is a joy forever,’ and the creations of the age 
of Pericles are a lasting boon to mankind.” 
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STATISTICS OF NATIONAL AND STATE BANKS 
AND PRIVATE BANKERS. 


The statistics here given, relating to the number, capital, and deposits of 
National banks, State and Savings banks, and private bankers, are derived from 
the report of Comptroller Knox. 

The capital of the 2,115 National banks in operation on June 30, 1881, was 
$ 460,227,835, not including surplus, which fund at that date amounted to more 
than 126 millions of dollars, while the average capital of all the State banks, 
private bankers and Savings banks, for the six months ending May 31. 1880, 
was but $ 210,738,203. The latter amount is but little more than one-third of 


the combined capital and surplus of the National banks. 


The following table exhibits in a concise form, by geographical divisions, the 
total average capital and deposits of all State and Savings banks and private 
bankers in the country, for the six months ending May 31, 1881: 





























| | : 3| Savings 
—_ perce de ~ | Private bankers. me” * 3 with | banks with- 
Geographical ie , | out capital, 
aivisions. ’ on | | | 
Cati- | Depos- Capi- | Depos- Capi- Depos-| Defpos- 
Ni " tal. its. | No. tal, its. No. tad. its. No. its. 
| Mins | Mins | Mins.| Mins. Mins.| Mins. | | Mins. 
N. England States.) 41 7.26 | 20.97 80 | 4.70 5-16; 1r| .02 -19 424 402.86 
Middle States..... 218 | 39.28 | 189.78 | 938 | 55.40 | 94.11 7 61 4-68 174 | 428.40 
Southern States.../240 24.71 | 42.43 | 258 | 5-59] 17-32} 6| .44 84 | 3 1.24 
West’n States and | | 
Territories...... 479 41-94 | 132.44 | 1,762 | 27.64 | 125.26 | 22 | 3.15 31.90 | 28 | 29.86 
. annette — 
United States.../978 113.19 | 385.62 | 3,038 93-33 | 241.85 | 36 | 4.22 | 37.61 629 | 862.36 
| | 














The table below exhibits the capital and net deposits of the National banks 
on June 30, 1881, together with the aggregate average capital and deposits of 
all classes of banks other than National, for the six months ending May 31, 1881: 




















| State banks, Savings 
| banks, private Nattonal barks. Totad. 
bankers, etc. 
Geographical | 
divisions. | | = Rs . = | 2 ~ | x 
- Sa S 8 ss | & 2 S i 2 
' = | > s = > = = S | 
5) 8 & 8 v 
| | © 9g S 8 8 S 
: |_Mins. Mins. | Mins. Mins. Mins. Mins. 
New England States.| 546 12.0 429.2 552 | 165.9 208.6 | 1,098 | 177.9 637.8 
Middle States.... -++| 15337 | 95-3 717.0 664 | 171-7} 599-7 | 2,002 | 267.0 | 1,316.7 
Southern States......! 527 | 30.7 61.8 | 184 31.1 | 59.5 691 61.8 | £21.3 
Western States and | 
Territories......+--+| 2,291 | 72.7) 319.4 715 | 91.5 | 272.1 | 3,006 164.2 | 591.5 
United States ...| 4,681 | 210.7 1,527.4 | 2115 460.2  1,139,9 | 6,796 670.9 | 2.667.3 
| | | | 
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From this table it will be seen that the total number of banks and bankers 
in the country at the date named was 6,796, with a total banking capital of 
$ 670,966,043, and total deposits of $2,667, 343,595. 

The following table shows, by geographical divisions, the number of private 
bankers in the United States, with the aggregate amount of their capital, deposits, 
and investments in Uniled States bonds, for the six months ended May 31, 1881: 
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No. of Invested in 

Geographical divisions. Banks. Capital. Deposits. U.S. bonds. 

New England States...... news 80 . $4,698,782 . $5,162,708 . $1,067,652 
Middle States 938 . 55,307,130 . 94,104,980 . 11,401,808 
5,588,828 . 17,323,504 . 263,780 

Western States and Territories. 1,762 . 27,639,115 . 125,254,302 . 3,937,254 


United States........... 3,038 . $93,323,855 . $241,845,554 . $16,670,494 











The table below is a recapitulation of the foregoing, showing by groups the 
aggregates for the bankers in the sixteen principal cities, in the thirty-one States 
and Territories, having a private banking capital in excess of $100,000, and in 
the fifteen remaining States and Territories: 


No. of Invested in 
Recapitulation, Banks. Capital, Deposits. U. S. bonds, 


Principal cities 717 . $58,534,300 . $89,996,545 . $12,370,012 
Principal States and Territories..2,255 . 34,169,435 . 148,178,052 . 4,227,815 
Remaining Statesand Territories. 66 . 620,120 3,670, 357 7 lk 72,667 








United States........0.....-3,038 . $93,323,855 . $241, 845, 554 . $16,670,494 


The following table exhibits, for corresponding dates nearest to May 31 in 
each of the last six years, the aggregate amounts of the capital and deposits of 
each of the classes of banks given in the foregoing table : 





| 
Matlenal banks. State banks, private Savings banks |, Savings 


banks with- 
bankers, etc. with capital. out po pita 2 








| 
| 


g 
s | S 
| & | q 
| _| | 

| | —- | 

Mins. | | Mins. | Mins. . Mins. ‘Mins. Mins. 

1876) 2,091 | §00.4 | 713-5 3,803 | 214-0 480.0 i26 5. : 691 844.6 |6,611| 719.4 2,075.3 
1877| 2,078 | 481.0} 768.2] 3,799 | 218.6 | 470.5 |26 4. 8.2 | 676 843.2 |6,579! 704.5 | 2,120.1 
1878) 2,056 | 470.4 | 677.2 | 3,709 202.2 | 413.3 [23 3-2 | . 668 803.3 6,456 e75- 8 1,920.0 
1879| 2,048 | 455-3 | 713-4 | 3,639 | 197-0 | 397-0 |29 4.2 | 36-1 | 644 747.1 6,360, 656.5 | 1,893-5 
1880} 2,076 | 455.9 | 900.8] 3.798 190.1 | 501.5 |29 4.0 | 34-6 | 629 | 783.0 |6,532) 650.0 2,216.9 
1881! 2,115 | 460.2 |1,139 G | 4.016 | 206.5 | 627.5 |36 4.2 37. 629 | 862.3 [6,796 670.9 2,667.3 
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The following ‘information in reference to private bankers in sixteen of the 
principal cities has been separated, it being thought that it will prove of special 
interest : , 

Number Invested in 
Cities. of banks. Capitai, Deposits. U. S. bonds. 
Boston ’ 7 ++ $4,065,097 .. $2,570,068 .. $1,003,343 
New York City........ »» 45,482,515 .. 45,414,370 . 9,670,751 
; ; 550,000 .. 1,611,470 .. 351,000 
Philadelphia 1,890,614 .. 6,174,785 .. 224,208 
Pittsburgh 563,910 .. 2,025,477 .. 20,374 
Baltimore 773,057 .- 2,389,032 .. 195,384 
Washington 304,000 .. 3,747,703 .- 287,029 
New Orleans 


32,000... —_.. —_-- 
Louisville 178,000 .. 728,464 
Cincinnati 


812,167 .. 3,863,817 i 280,205 
Cleveland 


wn 
N 


~ 


~ 


55,000 .. 903,938 .. 8,907 
2,004,197 .. 10,455,063 .. 172,589 
161,256 .. 945,069 .. 7333 
64,667 .. 530,047 .. 350 
261,302 .. 304,970 .. 44,405 
1,275,918 .. 8,271,660 .. 104,074 


N 
PP OW OVO ~) 


Orps) 


San Francisco..... si aaa 











Totals ......ceeeeee+ 717. +2 $58,534,300 .. $89,996,545 .. $12,370,012 
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The following table gives similar information for the thirty-one States and 
Territories, exclusive of the cities in the above table, having an amount of 
capital in excess of $100,000. In this table the number of private bankers is 
2,255; the aggregate amount of capital, § 34,169,435; and of deposits, 
$ 148,178,652, the average capital being $15,152, and the average deposits 

















$65,711: 
States Number Invested in 
and Territories, of banks. Capital, Depostte. U. S. bonds. 
I lian 310 =. Ss $ 4, 183,346 . $21,656,149 . $1,245,738 
Pennsylvania........ 172 + 4,140,679 . 19,978,585 . 288,461 
SE 213 , 4,119,220 ‘ 19,931,774 ; 656,222 
ES -— ae a 3) 130,268 ‘ 11,870,164 . 571,999 
A aah 276 . 2,975,737. - 10,388,843 ~=i«j. 67,287 
( errr 107 ; 2,500,951 . 7,233,240 . 14,000 
i 163 ‘ 1,551,347 , 12,699,067 . 364,268 
as iad nein 137. —w 1,213,790 5,218,413. 74,494 
cs tw uceiih 81 ' 1,120,244 ° 6,843,267 . 134,142 
I i ial as aon 135 ‘ 1,001,172 . 4,076,393 . 32,600 
Wisconsin. .......... 90 ~Ct«ws 848,746 . 4,901,883. 11,960 
eee 89 . 679,227 . 2,772,567 . 45,848 
TD 86 ‘ 675,300 ‘ 2,053,580. 14,070 
Is «ies winiimusiens 21 , 564,085 : 1,372,342 . 800 
CORBGRED. 6 cc vccccecs 51 , 547,827 . 2,705,441 . 15,000 
I ok shisha tne tala 14 . 512,706 . 904,498 . 
Ee 30 ‘ 478,910 . 1,308,131 . 7,000 
a it ts as ale 12 ; 436, 500 ° 973,519 . 250,000 
eee 22 ‘ 387,709 . 1,022,592 . << 
, ee im, 309,792. 2,102,077. 35,000 
ae 23 , 368,731 . 1,936,815 . 80,000 
Rhode Island........ 7 358,18r . 462,268 x 32,613 
Mississippi .......... 1”. 314,579. 833,326 . 48,280 
et cc.nessnaee eS « 292,851 . 637,539 i 100,000 
Washington......... 9 ; 284,050 . 657,015 . —_ 
South Carolina...... 8 . 229,950 ‘ 53,921 . ae 
SS 37 ‘ 216,263 . 484,335 . yore 
Connecticut......... 2. 168,500 . 1,359,079 8,063 
teint tation ine 10 e 157,225 . 1,404,710 . ee 
ies ais wi 3 ‘ 146,329 . 35,812 . 30,000 
Wyoming eeoeeeseeeee 4 . 135,208 7 421,310 _ ——s 
Pe isins wee 2,255 © $34,109,435 ~. $148,178,052 . $4,227,815 


The remaining fifteen States and Territories, not enumerated in the above 
table, contain sixty-six private bankers, with an aggregate capital of $620,120, 
and aggregate deposits of $3,670,357. Massachusetts has only three private 
bankers, outside the city of Boston, with an aggregate capital of $50,000 
and aggregate deposits of $539,028. Maryland has but two private bankers, 
outside of the city of Baltimore. The State of Maine has but seven private 
bankers, North Carolina four, New Hampshire four, New Jersey five, Dela- 
ware and Vermont only one each, Florida six, and Arizona five. The average 
amount of capital held by each of these sixty-six private bankers is $9,244, 
and of deposits $57,127. 

The total number of private bankers in the foregoing cities is 717, with an 
aggregate capital of $58,534,300, and aggregate deposits of $89,996,545—the 
average capital being $81,637, and the average deposits $125,518. About 
seventy per cent. of these private banks are located in New York City, repre- 
senting nearly four-fifths of the aggregate capital and more than one-half of the 
aggregate deposits. The average amount of capital and deposits of each private 
banker in the city of New York is about $ 89,000; and the bankers in that city 
also held $9,670,721 of United States bonds, which is more than one-half of 
the »mount of such bonds held by all of the private bankers of the country. 


The following abstract has been compiled, showing the resources and liabili- 
ties of State banks and trust companies for the last two years, the number re- 
porting in 1880 being 650, and in 1881 683: 
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RESOURCES, 


Loans and discounts 

Overdrafts 

United States bonds 

Other stocks, bonds, &c.... 

Due from banks..... ae . 
Real estate 


Cash items 


Legal tenders, bank notes, &c... 


LIABILITIES. 


Capital stock 
Circulation 


Undivided profits 

Dividends unpaid 

Deposits 

Due to banks........ TTT T TT TT Te 
Other liabilities 


1880, 


$ 281,496,731 
597; 
26,252,182 
35,001,792 
49,349, 345 
19,489,086 

71374;037 
979,492 
(1,176,592 
6,905,977 
51,500,226 





$ 481,774,159 


$ 109,318,451 
283,308 
25,008,431 
10,774,731 
486,094 
298,759,619 
18,613,336 
38,530, 189 


$ 481,774,159 
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1881. 


$ 352,725,986 
1,407,695 
27,680,025 
42,339,957 
54,662,829 
21,390,772 
11,941,741 

+ 1,136,427 
16,900,762 
17,925,628 
27,391,317 





$ 575,500,139 


$ 112,111,325 
274,941 
27,857,976 
12,237,320 
576,413 
373032,632 
19, 105,064 
30,303,868 





$ 575,500, 139 


The foregoing table was prepared from returns from five New England States, 
exclusive of Maine, which has but one State bank in operation ; from four Mid- 
dle States, not including Delaware ; and from all the Western States, excepting 
Illinois, Kansas, and Nebraska. The only Southern States represented therein 
are South Carolina, Georgia, Louisiana, Texas, and Kentucky. The only Pacific 
State is California. There is but one State bank in New Hampshire, six in 
Vermont, and none in Massachusetts. There are, however, five trust and loan 
companies in the latter State, and ten in Connecticut. 





SAVINGS BANKS. 


¥.The following table exhibits the aggregate resources and liabilities of 629 
Savings banks in 1880 and in 1881: 


i , 2m => 2, Sees hae = inal 


RESOURCES, 


Loans on real estate 

Loans on personal and collat- 
eral security 

United States bonds 

State, municipal, and other bonds 
ORE GLOGS... .cccce ee eee 

Railroad bonds and stocks 

Bank stock 

Real estate 

Other assets 

Expenses 

Due from banks 


LIABILITIES. 
PRRs 0 cc cece ncesscoeqcoeees ee 
Surplus funds.......... seccece _ 


Undivided profits 
GEE Tc co cccvcccesescocs 


0 eeeee er eee 


1880. 


$ 315,273,232 


187,413,220 


150,440,359 
20,705,378 
32,225,923 
39,038, 502 
27,953,452 

216,423 
22,063,091 
17,072,680 





- $881,677,350 


$ 819, 106,973 
51,226,472 
4,740,861 
6,603,044 





81,677,350 


1881. 
$ 307,096, 158 


95,317,041 
210,345,514 


159,819,942 
27,069,048 
33)249,203 
41,987,674 
37,408, 163 

135,572 
40,603,641 
13,758,106 


$ 967,790,662 





$ 891,961,142 
60,289,905 
10,325,800 

5,213,815 


$ 967,790,662 
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To the foregoing information derived from Comptroller Knox’s report, we 

append a statement of the State Bank Examiner of New York, showing the 

condition of the Savings banks of that State on the 7th of November. 








LIABILITIES, 

Deposits....... peeeens ennesnwdesun enendene cogceseeecces SORES OF 
I i ac acl a ll eset wits 871,015 33 
specees reserwed fem... cccccccccccccces di miné inte 162,204 04 
DE +i cid dd he Hedeeenekey eed +6 Ceebeeennrenmeeae 671,082 17 
I 2.4 sind oe ened dd bneneeeneaiedseenanniis 182,545 35 

$ 28,361,401 86 

RESOURCES, 

Cs cameos PTTL CTCTTT TTT TTT TTT Sdeendsensceeseees $ 1,237,221 86 
SPUN TO TOI, 0. n0scceccecenevecsceeenoesd peesees oe 5,802,259 88 
State of Maine bonds........ nksthonseeenanasnenannes 55,385 00 
YW Cc ncnckacaeenenwesessnesseseews. eeees 7;7°9,352 77 
Railroad bonds........ nbeGadeensewoe astenes TITT TTT TTT ° 2,541,579 83 
ere Sickie nmeneseeee Caen enen weeewes 1,199,463 83 
Real estate....... eerw rrr eT Teer Terr TT TTT eT 1,200,438 19 
ET TE ee PT 864,047 89 
Loans on mortgages of real estate..........ceecceeeees 4;984,511 18 
tail ati dad piiieienaaddien bi nane ead pinineididiandnn 2,766,652 23 

$ 28,361,401 86 
Present number of Savings banks............eeeeeseeees 55 
Present number of depositors..............2--6- aseeeene 87,977 
Present number of depositors not over $500 each........ 60,797 
Present number of depositors over $500 each............ 27,180 
Net increase of deposits the past-year...........cccee eee $ 2,860,898 37 
Net increase of reserved fund the past year........... ee 263,385 70 
Amount of dividends paid depositors the past year...... 1,006,493 35 
Amount of State tax paid the past year. ..............4. 174,226 04 


Increase of investment in U. S. bonds the past year..... 1,606,347 99 
Decrease of investment in State of Maine bonds the past 


Winnce sk censsancsancesone piteameneends eeeseooees 12,250 00 
Increase of investment in other public funds the past 

ee adaitielaihhisa ei te wale tabiadae ineiemnneed eon" 563,577 97 
Increase of investment in railroad bonds the past year... 174,491 II 
Increase of investment in bank stock the past year...... 424,567 50 
Decrease of loans on mortgages of real estate the past year 254,952 10 


The foregoing table includes the returns from the six New England States, 
from four Middle States, not including Delaware, from the State of Cali- 
fornia, and from three other States and the District of Columbia. The ag- 
gregate of loans in the New England States is $230,239,027, and of deposits 
$ 403,304,135. In the Middle States the aggregate of loans is $ 130,204,828, 
and of deposits $ 424,212,944. 

Some of the largest Savings banks in the city of Philadelphia, organized 
under old charters, are not required to make reports to any State office; Re- 
turns received directly from four of these banks, having deposits amounting to 
$ 26,895,295, are included in the returns for the State of Pennsylvania. 

The Savings-bank deposits given in the foregoing table for 1881, based on 
reports made to the State authorities, are $891,961,142, and t’: deposits of 
the State banks and trust companies were $ 373,032,632. These deposits do 
not include bank deposits. The deposits of the National banks on October 1, 
1881, exclusive of those due to banks, were $ 1,086,942,470. These deposits 
of the National banks bear to those of the Savings banks the proportion, 
nearly, of fifty-five to forty-five, to those of the State banks and trust com- 
panies the proportion of seventy-four to twenty-six, and to the combined de- 
posits of both the proportion of forty-six to fifty-four. 

The total population of New England, according to the census of 1880, is 
4,010,529, and the number of open deposit accounts in the Savings banks is 
1,227,899; which is equal to 30.6 accounts to each one hundred of the en- 
tire population. The average amount of each account is $328.45; and if the 
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totalg deposits were divided among the entire population, the average sum of 
$ 100.56 could be given to each individual. 

The deposits of the Savings banks in the State of New York were 
$ 353,629,657, while the population is 5,082,871 ; showing that an equal distri- 
bution of the Savings-bank deposits, among the entire population of the 
StateSwould gives $;69.57 to each individual. 





BANK EXAMINATIONS. 


The following extract from Comptroller Knox's report possesses a peculiar in- 
terest on account of the recent bank failures in Newark and Boston: 


“Section 5147 of the Revised Statutes provides that each director, when ap- 
pointed or elected, shall take an oath that he will, so far as the duty de- 
volves on him, diligently and honestly administer the affairs of such associa- 
tion, and will not knowingly violate or permit to be violated any of the pro- 
visions of this act. Section 5136 also provides that the association shall have 
power to prescribe, by its board of directors, by-laws not inconsistent with 
law, regulating the manner in which its stock shall be transferred, its directors 
elected or appointed, its officers appointed, its property transferred, its general 
business conducted, and the privileges granted to it by law exercised and en- 
joyed. | 

In accordance with the provisions of this last named section, by-laws are 
generally adopted by National banks soon after their organization, which 
usually contain, among other provisions, sections similar to the following : 


There shall be a standing committee, to be known as the ‘‘ Exchange Com- 
mittee,’’ appointed by the board, every six months, to continue to act until suc- 
ceeded, who shall have power to discount and purchase notes and bills and other 
evidence of debts, and to buy and sell bills of exchange, and who shall, at each 
regular meeting, make a report of the notes and bills discounted and purchased by 
them since their last previous report. 

There shall be appointed by the board every three months a committee, whose 
duty it shall be to examine into the affairs of the bank, to count its cash, and 
to compare its assets and liabilities with the balances on the general ledger for 
the purpose of ascertaining that the books are correctly kept and the condition of 
the bank corresponds therewith, and that the bank is in a sound and solvent condi- 
tion; the result of which examination shall be reported to the board at its next 
regular meeting. 


The object of these by-laws is, first, to keep the board of directors continu- 
ously informed what notes and bills are discounted, and to furnish them with a 
detailed account thereof; and secondly to establish a check by the directors 
upon the cashier, teller and bookkeeper of the bank, to whose immediate cus- 
tody and control the assets and accounts of the bank are committed. A 
method is thus provided by which the diligent and continuous administration of 
the directors, which'is required by their oaths, shall be performed. 

It is thus seen that both the laws of the United States and the by-laws 
adopted by the directors themselves, under the law, in clear terms define their 
duties. The men employed by them in the banks are under their supervision, 
the law providing— 

That the bank shall have power to elect or appoint directors, and by this board 
of directors to appoint a president, vice-president, cashier, and other officers, define 
their duties, require bonds of them and fix the penalty thereof, dismiss such officers 
or any of them at pleasure, and appoint others to fill their places. 


The duties of the board of directors are plalnly defined, and however inno- 
cent they may be of any intention of wrong, they are responsible for the 
safety of funds committed to their care. If it can be shown that any of them 
had notice of illegal transactions, it is a serious question whether they are not 
legally bound to make good the loss which may occur; and it is a question 
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whether they are not also liable for losses which may occur from neglect of 
duty, even without notice. If this is not the just and proper construction of 
the present law, then it becomes a subject for the consideration of Congress, 
whether additional legislation upon this point is not required. The National 
Bank Act is full of restrictions, to which reference has already been made in 
another portion of this report, such as those requiring an adequate reserve ; the 
enforced accumulation of the surplus; the method of increasing and reducing 
the capital stock and its prompt restoration if impaired; the prohibition against 
making loans on real estate and on the security of their own shares of stock, 
or of accommodation or other loans than business paper, in excess of one- 
tenth of the capital of the bank; the prohibition against the declaration o 
dividends unless earned; against certifying checks without the necessary de- 
posit; and many other similar provisions. These restrictions are intended to 
protect these institutions, by imposing upon them general rules, which expe- 
rience has shown may be properly done by the government without its thereby 
becoming the guardian of the bank, or of the moneys of its depositors or stock- 
holders, or being in any way responsible for the management of ts funds. FB 
is the duty of the examiner to ascertain whether the officers of the bank and 
its directors are complying with the requirements of the law and whether they 
are in any way violating any of its provisions, to the end that in such case 
they may be enforced by the proper authority. 

The stockholders elect the directors, who are usually men not only of high 
character and well known in the community where the bank is located, but 
are generally also large stockholders in the bank and having therefore each a 
personal interest in its prosperity and good management. The depositors con- 
fide in the bank because they believe the directors will manage its affairs 
honestly and diligently, and will employ honest and faithful servants for that 
purpose. They know that the bank is organized under laws which contain 
wholesome restrictions, and that it is the duty of the Comptroller, so far as he 
can through his corps of Examiners, to inform himself of the condition of the 
bank, and to require that its business shall be conducted in conformity with 
law. 

The Examiner can have but a limited knowledge of the habits and character 
of those employed in the bank. If the teller is making false entries, and 
daily abstracting the funds of the bank ; if the bookkeeper is keeping false ac- 
counts and rendering untrue statements ; if the cashier is placing forged paper 
among the bills receivable and upon the register book, and transmitting such 
paper to distant places where it is purported to be payable, it is not possible 
for an Examiner, in a day or two, to unravel this evil work, which may have 
continued for months, and obtain a correct balance sheet. 

A full and complete examination of a bank necessitates not only counting 
the cash, proving the bills receivable and stock ledger, comparing the individual 
deposit accounts with the general ledger, and ascertaining if the business of the 
bank is conducted in accordance with law; but, also, the thorough examination 
of all accounts, the verifying of accounts-current, and ascertaining by telegraph 
or letter the correctness of such verification, the calling in of every depositor’s 
book, and correspondence with every bank or banker doing business with the 
bank, 

Examinations should be periodically made by a competent committee, 
selected from the board. The directors have abundant means at their com- 
mand, and if they have any reason to suspect dishonesty or fraud, it is their 
business to investigate thoroughly, and they should employ experts to assist 
them in so doing. The National-bank Examiners have, in fact, been fre- 
quently called upon by the directors of both National and State banks for 
this purpose; and if it is the intent of the law that the National banks shall 
be thus searchingly examined, it should be so amended as to make this in- 
tent clear, and should also make provision for the necessary compensation for 
such service. The small compensation now provided does not contemplate a 
a yearly auditing of all the accounts of a bank by the Examiner, as the pay 
is entirely inadequate for such a work—the amount allowed for the exami- 
nation of banks of like capital being the same, without reference to the 
difference in the volume of their business. 
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The inspection by an Examiner of a small bank is usually completed in a 
day; of larger banks, through the aid of an assistant, in two or three days, 
But a thorough analyzing and scrutiny of everything would require one or two 
weeks, and if fraud was suspected it might continue for months without en- 
tirely satisfactory results. 

The reports of the bank, as made to the Comptroller five times in each 
year, are each published in a newspaper where the bank is located, and every 
stockholder has, therefore, an opportunity to scrutinize these statements, and to 
make inquiry of the directors in reference to the affairs of the association. 

The detection of embezzlement may occur as an incident, but it is not the 
principal object of the system of bank examinations. It is peculiarly the busi- 
ness of the directors, who are daily or weekly in session, to keep themselves 
informed of the habits and characters of their employees, to see that their time 
is given to the service of the bank, and that they are not engaged in specu- 
lations, and thus by continuous watchfulness, to prevent defalcations on the 
om of their servants; while it is the business of the Examiner to detect 

auds so far as in his power, and in his occasional visits to see that the direct- 
ors are loaning the funds, and, with the other officers, managing the affairs of 
the bank, strictly according to the provisions of the law. The Examiner’s visits are 
usually made about once a year, while the directors are at hand at all times. 
Faithful performance of the duties of each gives assurance of almost absolute 
safety. Lax performance of duty on the part of either invites disaster. The 
directory must continuously look after its own servants, The Examiner looks 
after the acts of the directors. 

The report of the Examiner is confidential. It is for the use of the Comptrol- 
ler’s office only, and is in no sense a certificate of the good condition of the bank, 
In many instances the capital stock of the bank has thus been found to be 
impaired, and the deficiency has been made good without the knowledge of the 
general public. In other instances banks have been obliged to pass their usual 
dividends, using their earnings to liquidate all bad and doubtful debts—the num- 
ber of banks passing dividends during the present year being 175; in 1880, 230; 
in 1879, 304; and in 1878, 343. 

Hundreds of instances have occurred annually, and many are occurring 
daily, wherein the banks, under the reports of the Examiner, are notified of 
violations of the act and are brought under the discipline of the law. The 
betterment of the condition of the banks and the enforcement of the require- 
ments of the law, are part of the continual and ordinary supervision exercised 
by this Office. It is a supervision and labor, not seen or known of by the 
general public, whose attention is only arrested when some sudden or unex- 
pected failure occurs, and this simply illustrates the fact that, with the best 
endeavors, and the most careful supervision by this Office, such disasters may 
happen in the many contingencies of administering difficult and extensive 
duties, if directors neglect to exercise that continuous vigilance for which they 
were elected, and which they have sworn to perform. : 

It is, however, far from correct to represent that similar defalcations in Na- 
tional banks have not been previously discovered. The greatest defalcation in 
the history of the Government. of eleven hundred thousand dollars, in the office 
of the Assistant Treasurer of New Orleans, which had certainly existed, in 
whole or in part, for more than a year, was discovered nearly fifteen years ago 
by an officer of this bureau, which discovery also resulted in the disclosure of 
a large deficiency in the First National Bank of New Orleans, and the placing 
of that bank in the hands of a Receiver. Since that time many of the other 
banks which have failed have been placed in the hands of Receivers through 
the vigilance of Bank Examiners; and in manyother instances officers of solvent 
and insolvent banks have, through the same means, been indicted and convicted 
for criminal acts. The Bank Examiners in New York City and Boston are 
nominated by the Clearing Houses of those cities, and many other Examiners 
now employed are men of the highest character, who have for years ren- 
dered excellent service. It is of the greatest importance that all men em- 
ployed in this branch of the public service shall be well trained and fitted 
for their work. It is not claimed that every Examiner employed is a first- 
class expert—the compensation authorized is not sufficient for that purpose in 
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many small districts. If State lines can be disregarded in the appointment of 
Examiners, and men be selected for these positions upon merit alone and 
kept well employed, a corps of skilled Examiners would soon be engaged in 
this work, who would reflect the highest credit upon this branch of the public 
service. The records of this Office show, however, that only one among all 
the Examiners ever appointed has been found guilty of wrong doing, while in 
no branch of the Government service have men performed more faithful duty 
than those who have been engaged in the examinations of the National banks. 

Such disasters do not exhibit the weakness of the banking system, but rather 
the weakness and wickedness of human nature. The system is strong, and care- 
fully and elaborately guarded. Private companies and individuals are continu- 
ously suffering from embezzlements and forgeries. It is scarcely to be expected, 
if a robber or a forger is placed in control of all of its assets, that a Natiorial 
bank can be saved from disaster by the occasional visits of an Examiner. Sore 
additional legislation will be required; but there is not so much necessity for 
additional restrictions as there is for increased care upon the part of Exami- 
ners. and increased diligence and sagacity on the part of directors who are 
in charge of great trusts. 





TAXATION OF NATIONAL BANK SHARES. 
U. S. CIRCUIT COURT, D. IND. 


Evansville National Bank v. Britten, Treasurer, Ete. 


Where a State law imposes upon the bank officers the duty to retain, out of 
dividends belonging to the respective shareholders, a sum sufficient to meet the 
taxes assessed upon their shares, and subjects the officer who pays dividends to a 
stockholder before the taxes upon his shares are satisfied, to a personal liability 
for such taxes, the bank holds a trust relation which enables it to maintain a suit 
to protect its officers in the exercise of the duties pertaining to it. 

A holder of shares in a national bank, who at the time the assessment was 
made, had debts which were not deducted from his other credits, because he had 
none, and which were not deducted from the valuation of the bank shares, be- 
cause the State law would not permit that to be done, is entitled to an injunction 
against the collection of the taxes assessed upon his shares of bank stotk. : 

[CHIcaGo LEGAL NEws.] 
HARLAN, J. , 

The object of this suit is to obtain a perpetual injunction against the 
collection of the State, county, road and school tax assessed in Vanderburgh 
County, Indiana, for the year 1879, upon the shares of complainant’s stock, in 
the hands of its respective owners. 

The suit proceeds upon the general ground that some of the provisions of 
the revenue statute of this State, passed in 1872, and under the authority of 
which the assessment in question was made, are in conflict with section 5219 
of the Revised Statutes of the United States, which permits, as did previous 
legislation, State taxation of national-bank shares, subject to two restrictions, 
one of which is, that such taxation ‘‘ shall not be at a greater rate than is 
ean upon other moneyed capital in the hands of individual citizens of such 
tate.”’ 

Some of the papers connected with the valuation of these shares indicate an 
assessment against the bank itself. But an examination of all the papers 
satisfy me that the assessment was intended to be, not against the bank, in its 
corporate capacity, but against the several shareholders upon the shares held 
by them respectively. Still, the right of the bank to institute the present suit 
cannot be doubted. The State law imposes upon the bank officers the duty 
to retain, out of dividends belonging to the respective sharebolders, a sum 
sufficient to meet the taxes assessed upon their shares. And the law, further: 
subjects the officer, who pays dividends to a stockholder before the taxes 
upon his shares are satisfied, to personal liability for such taxes. What was 
said in Cummings v. National Bank, 101 U. S., 157, may be repeated here, 
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‘The bank, as a corporation, is not liable for the tax, and occupies the 
position of a stakeholder, on whom the cost and trouble of the litigation 
should not fall If it pays, it may be subjected to a separate suit by each 
Shareholder. If it refuses, it must either withhold dividends and subject itself 
to litigation by doing so, or refuse to obey the law and subject itself to 
suit by the State. It holds a trust relation, which authorizes a court of equity 
to see that it is protected in the exercise of the duties appertaining to it. To 
prevent multiplicity of suits equity may interfere.” 

Passing this preliminary point, I come to the consideration of certain ques- 
tions arising upon the merits, as to some of which I have had very great 
difficulty. 

In People v. Weaver, 100 U. S., 539, it was ruled that the inhibition upon 
State taxation of National-bank shares ‘‘at a greater rate than is assessed 
upon other moneyed capital in the hands of individual citizens,” had _ refer- 
ence to the entire process of assessment, and prevented as well an unequal 
valuation of such shares, compared with other moneyed capital, as an equal 
rate of percentage thereon. Consequently, a statute of New York, which pre- 
scribed a uniform rate of taxation upon personal property, but permitted the 
taxpayer to deduct his just debts from the aggregate value of his personal 
property, other than shares of bank stock (from the value of which latter 
property no such deduction was allowed), was held to work an illegal dis- 
crimination against moneyed capital invested in such shares. Such a mode of 
valuation the Supreme Court of the United States held, had the effect to 
impose greater burdens upon moneyed capital invested in bank shares than 
upon other moneyed capital in the hands of individual citizens, 

In Pelton v. National Bank, 1o1 U. S. 146, the court said: ‘‘It is 
sufficient to say that we are quite satisfied that any system of assessment of 
taxes which exacts from the owner of the shares of National-bank stock a 
larger sum in proportion to their actual value than it does from the owner of 
other moneyed capital, valued in like manner, does tax them at a greater rate, 
within the meaning of the act of Congress.” | 

The fundamental inquiry, therefore, is whether the statute of Indiana pre- 
scribes any rule of taxation of moneyed capital which necessarily conflicts, or 
which, in its application, may conflict, with the act of Congress permitting 
State taxation of National-bank shares. 

In the prosecution of this inquiry, I have examined, with great care, the 
numerous, and, in some respects, complicated, provisions of the act of 1872. 
My examination has been conducted in the hope that I should be able to 
reconcile the State law, in all its parts, with the Act of Congress. But in that 
hope I have been disappointed. I am of opinion that the State revenue 
act establishes a rule of taxation which operates, in certain cases, to subject 
National-bank shares to greater burdens than the same act imposes upon other 
moneyed capital in the hands of individual citizens of Indiana. 

A very brief reference to the provisions of the State law will establish this 
proposition. 

That law provides for the taxation of National-bank shares, in the hands 
of the respective owners, according to their fair cash or selling value. It 
excludes from the valuation of such shares any estimate whatever of the share- 
holder’s debts. No allowance or deduction on that account is permitted. 
Although his debts may exceed the value of his National-bank stock, he must 
pay taxes on the cash value of that stock, without reference to the amount of 
such indebtedness. 

‘Turning, now, to the general provisions of the State law, regulating the 
assessment and valuation of the personal property of individual citizens ( other 
than bank shares), I find that each taxpayer is required to list, among other 
things, his ‘‘ credits:” 1 Rev. St. Ind. 1876, pp. 76, 81; §§ 15, 48, Under 
that head is included ‘‘ money at interest, within or without the State.” To 
that effect is the recent decision of the Supreme Court of this State in 
Matter v. Campbell, 71 Ind. 512. He is not taxed for the full or fair value 
of such credits, but only upon the balance which may remain after deduct- 
ing the amount of his dona fide indebtedness, including his proportionate 
liability as surety for others,—arising from the inability or insolvency of 
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the principal debtor, and for which he believes himself to be legally and 
equitably bound,—but excluding all acknowledgments of indebtedness, not 
founded on actual consideration, or made for the purpose of being deducted : 
1R. S. Ind, p. 86, §§ 53-4; Matter v. Campbell, 71 Ind. 512. Plainly, 
therefore, money capital represented by loans, or invested in ‘‘ credits,” is not 
taxed as money capital, represented by WNational-bank stock, is taxed, viz.: 
according to its fair value, without reference to the indebtedness of the tax- 
payer. Only so much of a taxpayer’s credits is taxed as exceeds the amount 
of his dona fide indebtedness, A single illustration will show the operation of 
the State law in some cases of common occurrence. Suppose that A, having 
$10,000 in money, owing debis to the amount of $6000 and having no 
credits, should invest that money in National-bank shares. By the State law, 
as we have seen, he is required to pay taxes upon the amount so invested, 
without deduction, in any form, of his indebtedness of $6000. But if he 
should loan the $10,000 and take a note therefor, or if he should buy prom- 
issory notes with that money, thereby becoming the owner of credits, he will 
not be required to pay taxes upon the money value of his credits, but only 
upon $4000, the difference between his credits and his indebtedness. 

It is thus seen that under the operation of the rule prescribed by the State 
law, moneyed capital, not invested in National-bank shares, will. in such cases 
as the one supposed, be burdened with less taxation than the same amount of 
capital invested in such shares would be. Congress, in granting authority to 
the State to tax National-bank shares, certainly did not intend to expose 
moneyed capital, so invested, to greater burdens than were imposed upon 
other moneyed capital in the hands of individual citizens. On the contrary, 
its purpose was, for all purposes of local taxation, to place moneyed capital, 
represented by National-bank shares, upon the same footing with the most 
favored moneyed capital in the hands of individual citizens of any State ex- 
ercising the power granted by Congress. Here, the State law, by way of 
diminished taxation, accords to moneyed capital invested in credits, held by 
its citizens, privileges of a substantial character which it denies to capital 
invested in National-bank shares. 

The State law, in effect, holds out an inducement to invest in credits 
rather than in National-bank shares. It seems to me that that law enforces, 
in certain cases, a rule of taxation inconsistent with the principle of equality 
which underlies the legislation of Congress, and conformity to which is 
essential to the validity of State taxation of National-bank shares, 

There are other grounds upon which the learned counsel of complainant 
assail the State law. 

It is contended that the shareholders are subjected to double taxation, as 
to the real estate of the bank, because, in addition to the taxation of 
Shares at their cash value, the bank was required to pay and did pay taxes 
for the same year upon the real estate used in its business It is quite 
sufficient to say that the bank is not entitled to relief upon this ground, 
since it satisfactorily appears that, excluding the real estate of the bank, 
the shares are not assessed beyond their fair cash or selling value. 

The objection that the State law makes a discrimination in favor of 
individuals and corporations (other than National banks) owning United States 
bonds and securities, is not, I think, well taken. If I do not misapprehend 
this objection, it rests upon the ground that the State does not impose taxes 
upon securities which the law exempts from taxation. In determining whether 
the State has made an improper discrimination against moneyed capital invested 
in National-bank shares, we must look to what it has done in reference to 
those kinds of moneyed capital over which it has complete control for all pur- 
poses of taxation. | 

I come now to inquire as to what extent relief can be given to complainant 
by reason of the ruling that the State law establishes a principle which, in its 
operation, may injuriously affect the rights secured by the act of Congress to 
shareholders in National banks. I say may injuriously affect, because if the 
complainant’s shareholders, at the time of the assessment in question, had no 
indebtedness to others to be deducted from the value of their assessed moneyed 
capital, in whatever shape that capital was, it is clear that neither they, nor 
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the bank as their representative, could properly invoke the judgment of the 
court as to the constitutidnality of the State law, or obtain any injunction for 
the protection of shareholders who were not, in fact, injured by the assessment, 
In such a case the question would be wholly abstract, and the court would not 
consume time in its consideration. The bank, I have already said, had a right 
to institute this suit for its protection, and, for that purpose, to ascertain what 
shareholders had the right to dispute the validity of the assessment, and, con- 
sequently, to demand the full amount of their dividends, without deduction for 
taxes assessed upon their shares. But the bill does not allege that ai the 
Shareholders were in a condition to complain of the assessment. It alleges 
only that ‘**sundry”’ or *‘many” of them had indebtedness which the State 
law did not permit to be taken into account in the assessment and valuation 
of their moneyed capital invested in National-bank shares. The evidence shows 
only four stockholders to have been in that condition, viz. : Samuel Bayard, 
Fred. A. Preston, John D. Preston, and David J. Mackey. This proof was, 
no doubt, made for the purpose of illustrating the practical operation of the 
State law. 

In view of the rule established by the State law, I am of the opinion that 
every shareholder of complainant, subject to taxation in this State upon his 
credits, and who, at the time of ‘the assessment, had debts which were not 
deducted from his credits, because he had none, and which were not deducted 
from the valuation of the bank shares because the State law would not permit 
that to be done, is entitled, through the complainant, to an injunction against 
the collection of the taxes assessed upon his shares for the year 1879. The 
decree can go no further than that, 

A few days since I addressed a letter to counsel, authorizing a final decree 
to be entered, perpetually enjoining the collection of all the taxes assessed 
upon the complainant’s shares of stock for the year 1879. Further reflection 
satisfies me that such a decree would be erroneous, and that the decree should 
not be broader than just indicated. Since the case has evidently not been pre- 
pared or defended upon the theory that the proof should show the condition 
of each shareholder as to indebtedness at the time the assessment and valua- 
tion in question was made, the parties should have a fair opportunity to make 
such proof. The cause must, therefore. go to a master to ascertain and report 
the facts. 

Counsel may prepare the proper order of reference indicating the opinion of 
the court as far as herein disclosed. There are many details connected with 
the convenience of counsel which should be considered in framing the order. 
I leave counsel to agree upon such details. If they cannot do so, I will 
receive from each side a draft of an order, and will adopt and have entered 
that one which meets my approval. 


LEGAL MISCELLANY, 


CHECKS—LIABILITY OF BANKER.—/Hogue v. Edwards. Error to Peoria. 
The Hon. John Burns, Judge, presiding. The rule in this State is, that 
when a depositor draws his check on his banker, who has funds to an equal 
or greater sum than his check, it operates to transfer the sum named to the 
payee, who may sue for and recover the amount from the bank; a transfer 
of the check carries with it the title to the amount named in the check to 
each successive holder. But a banker is not obliged to pay a check drawn 
by a depositor, payable in anything but money. So, where a depositor drew 
a check upon his banker for Chicago exchange and received a drait therefor, 
which he failed to send to his creditor, the agreement between them being 
that the depositor should send Chicago exchange, the latter cannot have an 
action against the banker upon the original check. Appellate Court, Second 
District. Opinion by PILLsBuRY, J., reversing. 
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UsuryY—COMPENSATION TO AGENT OF LENDER.—Usury is the taking of a 
greater rate of interest for the loan or forbearance of money, goods, or things 
in action than is allowed by law. C made A his agent to loan money at A’s 
discretion (land security to be taken in C’s name), at the lawful rate of in- 
terest, then 12 per cent. net. C was to pay A nothing for his services to him 
in and about making loans, but he authorized him to collect of the borrower 
a reasonable compensation for such services. A made a loan to the plaintiff 
of $500 upon plaintiff's note and mortgage for that sum, drawing 12 per cent. 
interest, and received of plaintiff $50 either as a pure bonus, z ¢. a gratuity, 
or partly as such bonus and partly as a reasonable compensation for his services 
to C in and about making the loan. C never authorized the taking of any 
bonus, or ratified or sanctioned it by receiving any part of it, or any benefit 
from it, directly or indirectly, or otherwise. 

Held, that so far as the $50 was a bonus in whole or in part, it was 
wholly the unauthorized act of A, and that the taking of it by him was not 
usury on the part of C. 

Held, also, that so far as any part of the $50 was a reasonable compensa- 
tion for the services of A to C in about making the loan, the taking of it was 
not usury, though it was authorized by C. Acheson v. Chase. Supreme Court.— 
Daily Pioneer Press, St. Paul, Minn, Aug. 2, 1881. 


SUBROGATION—WHEN HOLDER OF NOTE MAY CLAIM RIGHTS oF INDORSER 
UNDER CHATTEL MORTGAGE—MORTGAGE OF AFTER-ACQUIRED PROPERTY.— 
(1) Where the makers and indorsers of negotiable paper are insolvent the 
holders thereof may, upon the principle of subrogation, avail themselves of the 
rights of such indorsers arising under a chattel mortgage given them by the 
makers to secure them against loss because of their liability as indorsers. (2) 
In equity the right of mortgagees in after-acquired property under a chattel 
mortgage covering such property, as well as stock in‘hand, is superior to that 
of general creditors of the insolvent mortgagors. This right is not defeated by 
the neglect of the mortgagees to record their mortgage before the mortgagors 
became insolvent. Authorities cited: Sawyerv. Turpin, 91 U. S. 121; Mitchell 
v. Winslow, 2 Story 99. U. S. Circ. Ct., Minnesota, June, 1881. National 
Shoe and Leather Bank of Auburn v, Small, Opinion by Fox, D. J. (7 Fed. 


Rep. 837. ) 


DECISION RESPECTING MUNICIPAL BONDS.—An opinion was rendered Octo- 
ber 12th, by Judge Gresham, of Indiana, in the case of Zhomas Hopper v. 
The Town of Covington, in that State, which involves the authority of munici- 
palities to issue bonds and other commercial paper. The question was pre- 
sented by a demurrer to the complaint in a suit to recover the value of cer- 
tain interest coupons detached from certain bonds that were issued by the 
town of Covington. The coupons are in the ordinary form, and contain no 
recitals as to the circumstances under which the bonds were issued. The 
court held that municipal corporations are created for local, governmental and 
administrative purposes, and not for business purposes; that they cannot issue 
bonds or other commercial securities without legislative authority, either express 
or clearly implied, and then only in the manner and for the purposes provided 
by law. Municipal bonds not issued in pursuance of express legislative au- 
thority and in the manner and for the purposes prescribed by such authority, 
possess none of the qualities of commercial paper. Municipal bonds which 
contain no recitals are not unimpeachable of dona fide holders for value, that 
is, they are not commercial paper. The holder of municipal bonds ( which do 
not contain recitals as to the law and circumstances under which they were 
issued ) is bound to know that they were issued under express legislative au- 
thority and for certain purposes. He is also bound to inquire whether the 
conditions existed that authorized them to be issued. Power to issue com- 
mercial paper is the exception and not the rule, and in the absence of such 
recitals as might preclude the municipality from impeaching the bonds in the 
hands of a dona fide holder, the plaintiff has no right of action unless he avers 
in his complaint that the bonds were issued in substantial compliance with the 
legislative enactment and for a proper purpose. 
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NEGOTIABLE PAPER—STIPULATION AS TO ATTORNEY'S FEE.—A stipulation 
to pay a reasonable attorney fee to the plaintiff in case a promissory note or 
other contract is not performed according to its terms, and the party entitled 
to demand such performance is compelled to enforce it by law, is just and 
valid. In Bullock v. Taylor, 7 Cent. L. J. 217, the Supreme Court of Michi- 
gan decided that a stipulation in a note for an attorney’s fee, over and above 
all taxable costs, in case the same was sued, was void as against the policy of 
the law and oppressive. In Woods v. North, 84 Penn. St. 409, a stipulation 
for an attorney’s fee was held to make a note non-negotiable and to relieve 
an indorser from liability thereon. In W#therspoon v. Musselman, 8 Cent. L. J. 
24, the Kentucky Court of Appeals held that such a stipulation in a note 
was void because it tended to the opprssion of the debtor and the encourage- 
ment of litigation. On the contrary, in Smith v. Silvers, 32 Ind. 321, it was 
held that a stipulation ‘‘whereby the debtor agrees to be liable for reasonable 
attorney’s fees, in the event that his failure to pay the debt shall compel the 
creditor to resort to legal proceedings to collect his demand, is not only not 
usurious, but is so eminently just that there should be no hesitation in enforc- 
ing it. In Wyant v. Pottorf, 37 Ind. 512, a stipulation in a note for a rea- 
sonable attorney fee was impliedly sustained, though it was held that there 
must be proof of what is a reasonable fee. In Nickerson v. Sheldon, 33 Il. 
372, it was held that a stipulation for an attorney fee did not affect the nego- 
tiability of the note, but the fee was not claimed in the action. In Claw- 
son Vv. Munson, 55 lll. 394, a stipulation in a mortgage to secure a note for an 
attorney fee to be paid as part of the costs of collection was held valid—the 
court citing Dunn v. Rogers, 43 Ill. 260, in which a similar stipulation in a 
mortgage was enforced—and upon the question of hardship said that the 
defendants had expressly provided in the mortgage for the consequences in 
default of payment, which they might have avoided ‘‘by paying the notes at 
maturity.” In Gaar v. Louisville Banking Co.. 11 Bush, 189, it was held that 
a stipulation in a note for an attorney fee was not usurious, but an agreement 
to pay a penalty in default of prompt payment of the notes, and valid. In 
Howenstein v. Barnes, g Cent. L. J. 48, the United States Circuit Court for 
Kansas held that a stipulation for an attorney fee is valid; that it did not 
affect the negotiability of the paper. U. S. Circ. Ct., Oregon, August, 1879. 
Wilson Sewing Machine Co. v. Moreno. Opinion by DEApDy, J. (7 Fed. Rep. 


806. ) 
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THE SENATE FUNDING BILL. 


A bill to provide for the issue of three percentum bonds. 

Be it enacted, etc., That the Secretary of the Treasury is hereby authorized 
to receive at the Treasury and at the office of any Assistant Treasurer of the 
United States lawful money of the United States to the amount of $50 or any 
multiple of that sum or any bonds of the United States bearing three and one- 
half per cent. interest, and to issue in exchange therefor an equal amount of 
registered or coupon bonds of the United States of the denominations of $50, 
$ 100, $500, $1,000 and $10,000 of such form as he may prescribe, bearing 
interest at the rate of three percentum per annum, payable either quarterly or 
semi-annually at the Treasury of the United States. Such bonds shall be 
payable at the pleasure of the United States after the Ist day of January, Anno 
Domini eighteen hundred and eighty-seven. The order of their payment to be 
determined by law, or in the absence of such legislation, by rules and regula- 
tions to be prescribed by the Secretary of the Treasury. The money deposited 
under this act shall be promptly applied solely to the redemption of the bonds 
of the United States bearing three and one-half percentum interest, and the 
aggregate amount of deposits made and bonds issued under this act shall not 
exceed the sum of two hundred million dollars. The amount of lawful money 
so received on deposit, as aforesaid, shall not exceed at any time the sum of 
twenty-five million dollars. 
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BOOK NOTICES. 


Report on the Internal Commerce of the United States. By Joseph Nimmo, Jr., 
Chief of the Bureau of Statistics, Treasury Department. Washington: 1881. 
This is one of the most valuable of the annual reports of the Government. 

The first portion of the volume especially, describing the growth of the internal 

commerce of the country, pooling organizations and the competition between 

water lines and railroads, will repay careful perusal. Elsewhere we have given 

his views concerning the Governmental regulation of railroads. There is also a 

large amount of statistical and other matter pertaining to the subject, which 

has been prepared with care, and will prove helpful in solving some of the im- 

portant questions relating to transportation. 


Reports of Cases Argued and Determined in the Supreme Court of the State of 
Kansas. A. M. Randolph, Reporter. Vol. xxv. Topeka, Kansas: 1881. 
This volume contains one hundred and forty-five cases, an unusually large 

number for a volume of State reports. Both the court and the reporter seem 

to perform their tasks promptly, for the decisions cover a part of last year. A 

great variety of subjects are considered, though questions relating to practice 

are very numerous. In the review of a previous volume we described the 
merits of the work of the reporter, which are equally conspicuous in the 
volume before us. 


The International Review. Robert P. Porter and Henry Gannett, Editors. 

New York: January, 1882. 

This is the initial number under the present editorship, and will doubtless 
be regarded as an indication of the kind of feast that will be prepared for the 
future readers of the Review. Col. Wright’s paper, entitled ‘‘The Practical 
Elements of the Labor Question,” is one of the most noteworthy in the num- 
ber, because the writer is not only a thorough master of the subject, but also 
endowed with the rare merit of perfect candor, the lack of which is apparent 
in much of the writing on this great theme. He accuses political economy of 
remissness ‘‘in its duties to the labor question,” but his accusationg we think, 
would have been fairer had he drawn a distinction between political economy 
as a science and as an art, and criticised those economists only who have ap- 
plied economic principles to the solution of the labor question, or who have 
been remiss in thus applying them. Henry Gannett contributes a very thought- 
ful paper concerning ‘‘ The Settled Area and the Density of our Population,” 
and Frank D. T. Carpenter shows how loosely important ‘‘ Boundaries in the 
United States” have been run. This essay is indeed a very strong plea for ex- 
actness in geography. Worthington C. Ford writes about ‘*‘Dear Food.” Gen. 
Walker discusses the ‘*‘Law of Rent in its Application to the Irish Land 
Question,” Henry L. Nelson writes very hopefully of the ‘‘Industrial Day- 
break in the South,’ while other writers contribute papers’ pertaining to art, 
medicine and literature. 
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Commercial Precedents Selected from the Column of Replies and Decisions of the 
New York Fournal of Commerce. By Charles Putzel and H. A. Bir. 
Hartford : American Publishing Company. 1881. 


This is a very useful volume for business men. The information here pre- 
sented is of a thoroughly practical character, having its origin in the actual needs 
of men engaged in commercial pursuits. It is not a work made to order, but 
has grown up during a long course of years in answering inquiries to a vast 
variety of questions lying within the domain of commercial custom and law. 

Of course, such a work to possess any value must be accurate, and the in- 
formation contained in this has evidently been prepared with care and is trust- 
worthy. The leading divisions are arranged alphabetically, and a copious in- 
dex has been added. The volume is of convenient size and well printed, and 
will doubtless readily find its way to many houses of business, where its worth 
cannot fail to be recognized. 


Editorial Notices of the Life and Character of Foseph L. Stephens, of Boonville, 
Cooper County, Mo., selected from the Fournals of Missouri and other States. 
Boonville : 1881. 

Col. Stephens enjoyed a marked reputation throughout a considerable © 
section of the country, as a man of unusual sagacity and energy. Though 
leaving the world in the prime of life, for he was only fifty-five years old, he 
had been identified with many large business enterprises, which he conducted 
with success, and in which he acquired a handsome fortune. In early life he 
practiced law at the capital of the nation, but in 1864 he returned to Boon- 
ville, and began a private banking business there, and the next year he 
organized the Central National Bank of that place, which for a long period, 
has been regarded as one of the strongest and best managed banks in the 
country. He built a railroad from Boonville to Tipton, connecting his own 
town with the Missouri Pacific Railroad, and afterward, when the affairs of the 
latter company became depressed, he was appointed its receiver and remained 
in this position until its reorganization. 

Among the many tributes of respect and. praise which have been written 
of him and that find a place in this volume, we have space for only one, taken 
from the St. Louis Globe-Democrat: ‘‘All-in all, Joe Stephens, as he was 
familiarly known, was a brave, generous and true gentleman. Springing from 
a race of commoners, he was never above his people, but lent a ready ear 
to every tale of distress, and his money was promptly forthcoming for every 
deserved charity. His tastes were purely domestic, and until the past ten 
years he was rarely seen beyond his native State, save during his residence 
at Washington. It will be many long years before another such Missourian 
graces the State. Joseph L. Stephens lived a remarkably blameless life, for 
never was a suspicion of wrong-doing breathed against his name. Chivalrous 
and simple minded in his intercourse with men, his trust was frequently 
betrayed, but he cherished no malice toward any man, and lived a life 
singularly pure, noble and upright.” 

The volume is a worthy memorial of one whose character as a man of busi- 
ness and of social life may be profitably studied and remembered. 
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The Law of National Banks containing the National Bank Act, as amended, 
with forms of procedure and Notes referring to all decistons reported to 
November 1, 1880. By Farlin Q. Bail, Chicago; Callaghan & Company, 1881. 
The author informs us that for five years he has been in active practice for 

Receivers of National banks. He has consequently acquired an unusual 
familiarity with the National banking law and the legal interpretations of it, 
and is therefore well qualified for prepariug this work. It is the only produc- 
tion of the kind, and fills a gap in legal literature, which justified the time 
and thought ‘bestowed on this volume. The matter is conveniently arranged, 
and is accompanied with a full index, through which any provision of the law 
or any construction of it may be readily found. 





GOVERNMENTAL REGULATION OF RAILROADS. 


Joseph Nimmo, Jr., Chief of the Bureau of Statistics, in his annual report 
on the internal commerce of the United States, has discussed the very import- 
ant question of governmental regulation of railroads. At this particular time, 
the following extracts are worthy of careful perusal : 


In view of the instability which has thus far characterized pooling organiza- 
tions, and of the liability to disruption to which, as hereinbefore shown, they are 
always subject, the mind,is almost forced to the conclusion that, when the 
laws of competition and of supply and demand, as regulative principles in rail- 
road competition, failed to determine freight charges, and the managers of rail- 
roads felt themselves forced to the expedient of confederation through pool- 
ing, the railroad system of the United States entered upon a stage in the 
course of its development where the maynitude and complexity of the issues 
involved presented difficulties too great to be compassed by instrumentalities 
at the command of the railroad companies. To the minds of some of the 
most thoughtful and intelligent railroad managers and students of railroad af- 
fairs, the prop of some external restraining influence appears now to be neces- 
sary, in order to insure the maintenance of good faith between the different 
companies and the observance of rules which practice has proven to be neces- 
sary to the orderly management of the railroads of the country, both in their 
relations to each other and to the public. Apparently the only available ex- 
pedient of that nature is some sort of governmental regulation or control. 

It does not, however, appear to be necessary that all remedial measures 
should await the result of any general determination of the question as to the 
relations of the railroads to the public interests. In view of the evils result- 
ing from wars of rates, it appears to be not only desirable, but feasible, for 
the Government to require that all rates shall be made public, alike to all, 
and not changed without due public notice. It is perhaps also advisable that 
a law should be passed requiring that railroad companies shall furnish cars to 
shippers equitably, in proportion to orders therefor, and that no preference in 
facilities shall be afforded to one shipper as against his competitor in trade. 
Preferences in the matter of supplying cars and furnishing other facilities for 
securing prompt and speedy transportation may prove in practice to be dis- 
criminations quite as unjust and injurious, even as are considerable differences 
in freight charges. The enforcement of such rules as those above indicated 
would undoubtedly tend to correct very many of the most serious abuses 
which now exist in railroad transportation. If this much in the way of reform 
could be fully secured, it would probably be a matter of very much less dif- 
ficulty to adjust differences as to the territorial limits of the traffic operations 
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of competing lines, the relative rates which shall prevail over competing rail 
and water lines, and the relative rates which shall prevail with respect to the 
commercial interests of rival cities 

Some of the most intelligent and advanced railroad managers of the country 
incline to the opinion that the mere observance of good faith in what are 
proved to be correct practices as between the railroads would tend to correct 
almost all the abuses which exist. 

All experience seems to prove that the solution of the transportation ques- 
tion of the country must be evolved by the specific application of means to 
ends. It cannot be spoken into being. If the Government is to lend a help- 
ing hand in bringing about an adjustment of the difficulties which now exist, 
it must probably come about as the result of the formulation into positive 
enactments of practices, in the dealings of railroads with each other and with 
the public, proved by experience to be just, proper and necessary for mutual 
protection and the advancement of the interests of the country generally. The 
wisdom of such a course of procedure appears to be proved by the fact that 
every method which has been suggested of dealing with this great question in 
its entirety appears to lead to practical difficulties as great, or perhaps greater 
even, than those which are now encountered. The law in its application to 
questions touching the commercial and industrial interests of society has been 
a development and not a creation, and it is probable, therefore, if not certain, 
that the settlement of the railroad question can be reached only by a similar 

rocess. 

. If the present war of rates between the east and west trunk lines should long 
continue, there is reason to apprehend that sectional strife may be thereby 
engendered. The contest already touches upon interests which vitally affect the 
commercial iuterests of Boston, New York, Philadelphia, and Baltimore, and 
consequently of the States of which those cities are respectively the commer- 
cial entrepots. This fact, and many other practical difficulties connected with 
the railroad-transportation question at the present time, suggest the importance 
of a careful investigation of the question as to the manner in which and the 
means by which existing evils in our railroad system may be abated. 

Public attention is now confronted by these two vitally important ques- 
tions : 

First. Are there evils connected with the railroad system of the United 
States which injuriously affect the public interests, and are those evils of such 
magnitude as to demand governmental interference ? 

Second. By what means can such interference be exercised without subject- 
ing the Government to a degree of responsibility and to difficulties of an ad- 
ministrative nature which more than counterbalance the possible good results 
which would be expected to follow governmental interference for the purpose 
of correcting the evils referred to? 

The foregoing remarks in regard to railroad confederations and their rela- 
tions to the public interests have been dictated by a desire to present as fully 
and as clearly as possible the more important facts in relation to the subject, 
and to invoke an intelligent and unbiased discussion in regard to the whole 
question of the relations of the railroads to the public interests. 

Probably at no previous period in the history of the country has the import- 
ance of an intelligent and thorough investigation of this question been more 
urgent than at the present time. In order that such an investigation may be 
properly conducted and lead to practical results, it should be conducted by a 
commission of experts fully competent to pass upon such subjects as the bear- 
ing of the transportation question upon the agricultural, industrial, and com- 
mercial interests of the country, the economic and practical questions con- 
nected with the actual conduct of the traffic interests of railroads, and the 
legal and constitutional questions involved in the solution of this complex and 


difficult problem. 
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NEW HAMPSHIRE.—Members of four generations of one family, Farwell by 
name, are officially connected with the Claremont (N. H.) National Bank. 














INQUIRIES OF CORRESPONDENTS. 


INQUIRIES OF CORRESPONDENTS. 


ADDRESSED TO THE EDITOR OF THE BANKER’S MAGAZINE. 


I. LIABILITY ON ALTERED CHECK. 


A stranger, A, on paying B & Co. $30 in currency obtains from them a 
check on their bank for that amount, payable to A or order. This check was 
afterwards altered by the firm on request of A by striking out the word 
‘‘order” and writing ‘‘ bearer” over it. 

A presents this check to the bank on which it is drawn, but it has been 
raised by A to $3,800. The alteration is so made that it requires the closest 
and strictest examination to discover it. 

The bank pays the check. Can it recover the amount over and above the 
original amount of the check? 

REPLY.—It is clearly settled that the drawee of a bill is bound to know the 
drawer’s signature. In like manner, a bank is bound 30 know the signature of 
a depositor who draws a check upon it, and the duty is even more strict in the 
latter case, because, generally, deposits are made for the very purpose of 
being checked out. Daniel on Neg. Inst., § 1654, Smith v. Mercer, 6 
Taunt. 76, 

‘¢ But,” as stated by Daniel, ‘‘a bank is not bound to know more than the 
signature of the drawer of the check; for in the ordinary course of business 
the body of the check is as often as otherwise filled up by a clerk, and it is 
by no means a matter of suspicion that it is not filled up in the handwriting 
of the drawer. If the rule were otherwise, a bank could never safely pay a 
check filled up in a handwriting not the drawer’s, until it had inquired of the 
drawer whether it was properly filled up. And to require this would greatly 
embarrass commercial transactions.” 

Consequently, if money is paid on a check or draft which has been forged 
either in the body of the instrument, or in the indorsement, or in any respect, 
except the name of the drawer, the courts have uniformly held that it was re- 
coverable as for money paid by mistake. Marine Nat. Bank v. Nat. City 
Bank, 59, N. Y. 67. In Hspy v. Bank of Cincinnati, 18 Wall 604, the 
amount of a check had been raised and the court declared, among other 
propositions, ‘‘That when money is paid by mistake on a raised check, 
neither party being in fault, it may be recovered back as paid without con- 
sideration.” (See also Dan. on Neg. Inst., § 1661.) 

If this principle were applicable to the case before us it is clear that the 
bank could recover of B & Co., but another feature is involved here changing 
the liability. It appears that the check was altered by the makers so as to 
read ‘‘bearer” instead of ‘‘order.” Now in the case of Belknap v. Nat. Bank 
of N. A., 100 Mass 379, two checks were filled up by the plaintiffs, payable 
to the order of two payees, and after examination by the bookkeeper were 
sent to the post office by a clerk, in sealed envelopes, addressed to the payees 
respectively. The clerk opened the envelopes, withdrew the checks, can- 
celled the words ‘‘or order” with a lead pencil, and inserted the words ‘‘or 
bearer” in ink, and then obtained the money for them from the bank. The 
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court held that the depositors were clearly entitled to recover their deposit 
from the bank. ‘Such an alteration,” said the court, ‘‘ would vitiate the in- 
struments, even in the hands of a domi fide holder for value.’’ Daniel in com- 
menting on this case says, ‘‘It seems that unless the drawer has made open 
the way for an alteration, the bank takes an altered check, whether the 
alteration be openly done, as in this case, or skillfully concealed, as in others, 
at its peril. The words ‘or order’ are frequently replaced by the words ‘or 
bearer,’ and the reverse. And the lesson of caution and prucence on the part 
of the bank cannot be too well learned or too closely followed. Its only safe- 
guard is to scrutinize checks severely, and never to pay one at all mutilated in 
its appearance until after inquiry.” : 

When the check in question was presented, bearing on its face an apparent 
alteration, if the bank had made inquiry, it would have learned that it had 
been raised, although the alteration from ‘‘ order” to ‘‘bearer” was done by 
the drawer himself. It would seem, therefore, that the bank cannot recover 
back the excess from the drawer. 


II. Lost CHECK, 


A customer drew his check, payable to a party in a distant city, which 
was certified by the bank on which it was drawn. The payee deposited 
the check in his bank, which afterwards sent it to their New York corre- 
spondent. The latter forwarded it to a bank, C, for collection in the same 
city as the bank on which it was drawn, but the check was lost in trans- 


mission. 

The payee demands a duplicate, and the first-named bank tells the maker 
of the check that it will not pay a duplicate unless it receives a bond of 
indemnity. Neither of the parties concerned are willing to give one, and 
the New York bank claims that no risk would be run in paying the duplicate, 
inasmuch as there is good reason for believing that the original is now in- 
dorsed payable to the order of the bank C, which will never demand payment 


of it. 
Is the bank which certified the check right in refusing to pay the duplicate 


without a bond of indemnity; and would it not be obliged to pay the original 
if presented, because it was certified ? 

RepLy.—The general principle in regard to giving bonds of indemnity where 
checks are lost we have stated in our answer to the preceding inquiry. Courts 
of equity, however, will compel the payment of lost instruments without requir- 
ing a bond of indemnity in several cases: (1)where the note is not negotia- 
ble; (2) where, though negotiable, it is payable to order and unindorsed, or 
has been specially indorsed; (3) where the instrument has been destroyed ; 
(4) where it has been traced to the payer’s custody ; (5) where he is pro- 
tected by the statute of limitations against future liability. Dan. on Neg. Jnst., 
§ 1481. 

If the note has been made payable to the order of the bank C, there would 
seem to be no risk in giving a duplicate check. For, in such a case, the de- 
mand must be in C’s name, and to that the former payment would be an effec- 
tual bar. Accordingly, as Parsons says, there being no risk run in such cases 
no bond of indemnity is required. Sills and Notes, p. 290, 2d ed.; see also 
Hopkins v. Adams, 20 Vt. 467. But if there is a doubt respecting such a 
direction of the payment of the note, a bond of indemnity should be taken be- 
fore giving a duplicate check. (See Dan. on Neg. Jnst., $ 1484. ) ) 
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III. Lost CHECK. 


A bank sends a check to its correspondent in New York for collection. 
The New York bank sends it to another bank on which it is drawn, but it 
is lost in the mail, 

The drawer of the check refuses to give a duplicate, and the bank in 
New York charges it to the account of the owner, the bank first mentioned. 
What course can it pursue ? 


REpLY.—The general rule is that the parties who are liable on a bill or 
note are entitled to its production and surrender before payment; but as 
this is impossible when it has been lost, the owner’should, and must, tender 
a sufficient indemnity in some form against any future claim, by a finder or 
holder, upon the lost instrument. This indemnity, of course, is not as ade- 
quate protection as the delivery of the instrument to the payer, but it approxi- 
mates it as nearly as practicable. See Dan. on Neg. Just., § 1480. 

The remedy is to bring an action for the recovery of the money, and 
when judgment is obtained a bond of indemnity must be given. Such a 
bond is required in New York by statute. 2 R. S., Part III, Ch. VII, Tit. 
3, Art. 8, S$ 94, 95, 96, 3d ed. It has been held that a check is a bill of 
exchange within its meaning. Facks v. Darrin, 3 EL. D. Smith, 548. 


IV. ALTERATION OF A NOTE, 
We have recently received the following note which is an exact copy of the 
original : 
BuFFALO, N.Y., Dec. 1, 1881. 


Three months after date I promise to pay to the order of John Doe and 
Richard Roe Five Hundred Dollars at First National Bank of Buffalo, N. Y. 
Value received. JOHN CROSBY. 


On the back were the names of John Doe and Richard Roe. The latter 
name was put into the note by the maker without the consent of the in- 
dorsee and after he had indorsed the note. 

Who can be held on the note, or does the putting in of the name by 
the maker without the knowledge of any one but himself vitiate the note? 


REPLY.—A material alteration in a bill or note, after its execution and 
delivery to the payee, or after its indorsement, vitiates the instrument except 
as against parties consenting to the alteration. Master v. Miller, 4 T. R. 320, 
S. C., 2 H. Black 140. The question, therefore, is, was the alteration in this 
note a material one? Originally, John Doe was the sole payee of the note. 
By the alteration, both he and Richard Roe became the payees. Surely 
this is a material alteration, and an injurious one to Doe. His rights and lia- 
bilities have been changed by the maker of the note to such an extent as to 
relieve him from liability. But the liability of the maker is not changed; nor 
do we see why the alteration should affect the liability of Roe. 2 Parsons on 
Notes and Bills, 582 2d ed. 


—z ee 





CoINAGE OF NICKELS.—Owing to the small amount of five-cent nickel pieces 
in the Treasury, the Secretary has instructed the Director of the Mint to 
cause $17,540 in old copper cents and $104,018 in copper nickel cents, now 
in the Philadelphia Mint, to be recoined into five-cent nickel pieces, and in- 
structions have already been given to carry out the direction. It will be some 
weeks before the Mint will be ready to begin the recoinage of these pieces, or 
to receive orders for the five-cent nickel coins from banks and others. 
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BANKING AND FINANCIAL ITEMS. 





CALL FoR BonpDs.—The 106th call for bonds issued by the Secretary of 
the Treasury, on November 30th, announces that the principal and accrued 
interest of the bonds below designated will be paid at the Treasury of the 
United States, in Washington, on the 29th day of January, 1882, and inter- 
est on said bonds will cease on that day, viz. : 

Registered bonds of the Acts of July 17 and August 5, 1861, continued 
during the pleasure of the Government, under the terms of Circular No. 
42, dated April 11, 1881, to bear interest at the rate of 3% per centum 
per annum from July 1, 1881, as follows, all numbers inclusive : 

$50, Nos. 1,811 to 1,850. 100, Nos. 12,701 to 13,000. $500, Nos. 
9,221 to 9,600. $1,000, Nos. 45,721 to 47,000. $5,000, Nos. 15,531 to 
16,000. $10,000, Nos. 27,861 to 30,100. Total, $20,c00,000. 

Many of the bonds originally included in the above numbers have been 
transferred and canceled, leaving outstanding the amount above stated. 


SECRETARY’s LETTER ON SALE OF BONDS.—A _ prominent New Yé6rk 
banker recently wrote to Secretary Folger regarding the money market and 
the measures necessary, in his opinion, to be adopted to keep the market 
easy. Among his suggestions was one that the Government receive sealed 
proposals for the sale of bonds of any and all series, instead of limiting 
them, as now, to certain classes. In response to this letter he received the 
following communication, which will, in a measure at least, show the posi- 
tion of the Secretary and his evident uncertainty as to his future course: 

WASHINGTON, D. C., Nov. 23, 1881. 

My Dear Sir: I am thankful for letters of practical suggestion, But 
tell me why, if there is a stringency in the money market, is not the 
offer of the Treasury Department to take 3'%s accepted? I belleve that a 
demand for money is early shown by the sale of Government bonds at reduced 
rates. The Government asks for bonds (3%s) at par and accrued interest. 
Why, if there is a demand, are they not brought forward ? 

Respectfully, CHAS, J. FOLGER. 


PAYMENT OF BONDS WITHOUT REBATE OF INTEREST.—Notice was given on 
December oth, by the Assistant Treasurer in New York, that his office would 
receive offers on the following Wednesday, and on each succeeding Wednesday 
until further notice, for the redemption of United States bonds (continued 6s, 
1881) embraced in the 106th call, to the amount of $5,000,000 weekly, paying 
interest from July 1, to the maturity of the call—January 29, 1882. 


CHANGES IN THE USE OF DEMAND NoTEs.—During the last two years 
there has been a steady increase in the outstanding notes of the denominations 
of twenty dollars and under, and a proportionate decrease in the notes of 
higher denominations, the hundreds alone excepted. Of the five-thousand-dollar 
notes but ninety-one, and of the ten-thousand-dollar notes but twenty-six, remain 
in circulation. At the close of the fiscal year 1879 there were outstanding 
$ 48,497,283 notes; at the close of 1880, $55,573,301, and June 30, 1881, 
$ 59,839,069, an increase of nearly twenty-five per cent. in two years. During 
the last year there was an increase of $2,313,429 in one-dollar notes, 
$ 1,891,309 in two-dollar notes, $ 4,136,530 in five-dollar notes, $2,073,636 in 
ten-dollar notes, $ 128,390 in twenty-dollar notes, and $149,790 in one-hundred- 
dollar notes. The amount of ones and twos outstanding has increased 
$ 8,587,250 within the last two years. This increase is in part due to the 
discontinuance of the issue of notes of those denominations by the National 
banks upon the resumption of specie payments, though the chief cause is 
doubtless the revival of business and the demand for small notes for the pay- 
ment of operatives and for use in small transactions. 
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APPROPRIATIONS FOR 1882-3.—The book of estimates of appropriations re- 
quired for the service of the Government for the fiscal year ending June 30, 
1883, has just been completed. The following is a recapitulation of its con- 
tents : 











Estimates Appropriations Estimates 
Objects. Jor 1882. Jor 1882. °* Jor 1883. 

EE TE Ee $5,531,799 .. $ 5,770,542 .. $ 5,921,084 
Executive proper ......ccccccece 98,064 .. 116,322 .. 109,800 
Department of State........... 1,420,475... 1,541,109 .. 1,473,995 
Treasury Department.......... 162,090,878 .. 167,145,147 ..- 147,619,613 
i po ee 44,147,055 .. 46,992,845 .. 45,550,276 
Navy Department.............. 16,124,172 .. 16,073,990 .. 20,327,806 
Interior Department ....... saws 60,186,787... 80,212,844 . 112,665,042 
Post Office Department........ 4,304,549 .. 3,690,163 .. 2,466,287 
Department of Agriculture..... 342,720 .. 355,500 .. 502,980 
Department of Justice. ........ 3,896,220... 3,854,497 .«. 3,816,620 
SR GI wiint cine nnecnsen $ 298,202,722 .. $325,355,963 .. $340,462,507 


The appropriations for 1882 include deficiencies and miscellaneous, The 
estimates for 1882 are exclusive of $3,352,000, the amount of estimates for 
the District of Columbia for 1882. 


ANNUAL GOLD SyppLy.—The annual supply of gold is said to be $ 118,000,000 ; 
the price, $18.96 per ounce, has not varied for 160 years. Since the discovery 
of America by Columbus, the mines of Mexico, California, British Columbia 
and other parts of North America have added $ 4,369,000,000 to the stock of 
gold in the world; $8,000,000,000 is the estimated value of the metal now 
in use; the gold coinage has increased from $77,000,000 in 1848 to 
$ 182,000,000 in 1880. It is also stated that the annual product in 1492 was 
$ 100,000; that it gradually increased to $17,000,000 in 1800; that it reached 
$ 236,000,000 in 1853; and that $8,000,000 are annually consumed in the arts 
and lost by fire and shipwreck. 


THE METROPOLITAN TRUST ComMPpANy.—General Thomas Hillhouse, who, 
for a considerable period, has served the Government as Assistant Treasurer at 
New York with great satisfaction, has resigned his office to accept the Presi- 
dency of the recently organized Metropolitan Trust Company. With Gen. 
Hillhouse will go Mr. Walter J. Brittin, Cashier and Chief Clerk of the Sub- 
Treasury, to become Secretary of the Metropolitan Trust Company. Frederick 
D. Tappen, President of the Gallatin National Bank, has accepted the Vice- 
Presidency. The trustees who have been elected are Collis P. Huntington, 
John T. Terry, Morris K. Jesup, A. Gracie King, Isaac N. Phelps, Darius O. 
Mills, Thomas Hillhouse, Joseph W. Drexel, Edwards S. Sanford, Frederick 
D. Tappen, Hugh J. Jewett, Parker Handy, Henry E. Pellew, Edwin D. 
Morgan, |r., James J. Higginson, and Oliver P. Buel, of New York City ; 
Robert H. Pruyn, Dudley Olcott, Albany ; Freeman Clark, Rochester ; 
George A. Hardin, Little Falls; Edward B. Judson, Syracuse ; Phineas Prouty, 
Geneva; John F. Slater, Norwich, Conn. The executive committee is com- 
posed of Morris K. Jesup, C. P. Huntington, Frederick D. Tappen, D. O. 
Mills, A. Gracie King, Henry E. Pellew. The company has a capital of 
¢ 1,000,000, half of which has been paid in and invested in United States 
bonds. The other. half has been called. 


REFUND OF BANK TAXEs.—William M. Evarts recently appeared before 
General Raum, Commissioner of Internal Revenue, in advocacy of the re- 
funding by the Government of $30,000—the amount of what is known as the 
100-per-cent. penalty tax—recently assessed against Watson & Lang, the New 
York agents of the Bank of Montreal. No decision was made. The legal 
question involved is now pending in a case before the Supreme Court of 
the United States, which is docketed for hearing on January 30. Commis- 
sioner Raum, it is reported, will not decide the question before him until the 
parallel case before the Supreme Court has been disposed of. 








yo oe E aa 2 2 
PMP ee NS De = - "4 


eo 












































aes . 
: ¥. 
oO es re Ran oe 


Le 


—_ 
Ses * 


Le ee ee ie 
eee Ale wads 


= ‘ ae: 








560 THE BANKER’S MAGAZINE. [ January, 








PUNCHED CoIns.—It is well known that nine-tenths of the punching of 
coins in New York is done by Cubans. A number of silver coins are clamped 
together in a roll, and in less time than it takes to write an account of it, a 
hole is drilled through the whole lot. The value of the silver obtained by 
punching a hole of usual size in a coin amounts to about one-twenty-fifth of 
the value of the coin, so that for every roll of twenty-five quarter dollars, the 
value of one quarter dollar is obtained in a moment by running a hole through 
the roll. Many of the punched coins come from Mexico and South America, 
where our silver coins circulate freely, and rarely escape mutilation. Several 
attempts have been made of late years to break up the systematic punching 
of coins, but with little success. Only two convictions for the offense have 
been made in ten years. While the business of punching and filling coins is 
almost wholiy in the hands of the Cubans, the business of sweating gold coins, 
by shaking them up in a buckskin bag, is attributed by the detectives to the 
denizens of Chatham street. By shaking a bag containing 100 eagles for three 
hours the result in gold dust will be worth about § 20. 


RESPONSIBILITY OF BANK DIRECToRS.—In the Hudson County Court of 
Sessions, Nov. 23d, Judge Garretson refused tc grant the application made on 
behalf of the convicted directors of the defunct Mechanics and Laborers’ 
Savings Bank of Jersey: City for a new trial. The Mechanics and Laborers’ 
Savings Bank closed its doors after its vaults had been depleted of $ 100,000 
or more through the manipulation of John Halliard, the President. The 
directors had known of the deficiency for a long time, but still continued 
business. The failure fell with particular severity upon a large number of 
poor people who had been induced to leave their moneys with it. In 
November six of the directors—Halliard, Jere. B. Sweeney, ex-Assemblyman 
Sheeran, Dr. O’Callaghan, James W. Donelan, the Secretary, and A. J. 
Ditmar—were indicted for conspiracy to defraud, and on New Year eve, 
1880, were convicted. When the application for a new trial was first made 
to the court, the case was certified to the Supreme Court, but that court 
refused to interfere, and sent the case back to the Sessions. Judge Garret- 
son says, in his decision, that the question is one of fact, and there is 
ample evidence to sustain the verdict. 


SUIT AGAINST THE NORTHAMPTON BANK.—The legal representatives of 
Samuel Fleming brought a suit against the Northampton National bank for the 
value of United States bonds deposited in the bank, and stolen by Leary and 
other burglars in the great robbery of that bank. The trial was held in the 
United States Circuit Court. The house admitted a theft of some § 1,400,000 
of securities, including the plaintiff's bonds. The original charge of a conver- 
sion of the bonds by the bank officers was partially abandoned and finally 
ruled out by the Court. On the question of negligence by the bank officers 
much evidence was offered, the plaintiff claiming that the bank was remiss in 
not providing superior safeguards and in allowing Herring & Co.’s man Edison 
to take the wax impressions of the vault keys which he treacherously furnished 
to the burglars. They took a point also as to the bank cashier’s giving up the 
combinations of the safes to the burglars. The evidence showed, however, 
that the cashier was attacked by masked burglars with pistols and other 
weapons and was choked and gagged. The bank’s counsel moved for a non- 
suit and after long arguments and counter-arguments the Court directed the 
jury to find for the bank. The case was a test case, on which the plaintiff’s 
counsel stated that about $ 500,000 of similar claims existed. 


MERCHANTS’ NATIONAL BANK OF BALTIMORE.—One of the most successful 
and best managed banking institutions in the country is the Merchants’ National 
Bank of Baltimore. It was chartered, as the Merchants’ Bank, in 1835, and its 
gross earnings to July Ist were $9,017,932. Of this sum $ 5,629,000 were paid to 
its stockholders, who have regularly received semi-annual dividends of not ‘less 
than six per cent. per annum. The aggregate amount of discounted bills is 
$ 403,092,054, and the total amount of cash receipts and disbursements swells 
to the enormous figure of $9,682,892,000. The president, A. H. Stump, was 
elected in 1873. Johns Hopkins served as his immediate predecessor for twenty 
years, who was preceded by James Swan in 1838. 
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PRINCE EDWARD ISLAND,—The Bank of Prince Edward Island suspended on 
the 28th of November owing to overdrawn accounts. It had a small paid-up 
capital, viz., $120,000, while its circulation was about $200,000, and it had 
deposits amounting to $360,000, or three times the capital. It was indebted 
to other banks nearly the amount of its capital. The shareholders are liable 
for three times the capital, or in all $240,000, which will go a small way 
towards meeting the liabilities to the public, which in round figures are about 
$ 660, 000. 


THEFT IN CUBAN TREASURY.—Books belonging to the Cuban Treasury 
have been recovered, the abstraction of which has caused a loss of $ 20,000,000 
in taxes. The books were found in possession of the widow of a Treasury 
clerk. This sutn represents about ten years’ ground rent on real estate belong- 
ing to the Government. 


CuBAN TAXES.—The project of law submitted to the Cortes by the Minister 
of the Treasury, making commercial reforms, principally with regard to 
articles imported into Spain from Cuba, has found little favor with the 
Liberal press, which is discontented with the usual phrase affixed to the pro- 
ject that the Government reserves the right to suspend the law if the 
necessities of the treasury or the interests of industry should make it desir- 
able. It complains tha. the date of the total abolition of import duties in 
Spain on the principal articles from this island is placed as far off as the 
year 1887, while the abolition ought to take effect immediately in order to 
improve business and save the island from ruin. It complains that the heavy 
export duties levied on sugar shipped from Cuba are all allowed to remain, 
and that this question, a vital one, has not been considered at all. The Dzario 
de la Marina, the organ of the Conservatives, approves the project fully. The 
proposal of the Director-General of the Treasury to make the Spanish and 
Cuban taxes alike is attacked more or less by all parties without distinction. 


TURKISH FINANCES.—In order to make the customary distribution of sheep 
to the troops quartered in Constantinople, and of gratuities to the petty offi- 
cials at the Porte, for the Courban-Bairam, the Minister of Finance has 
been obliged to borrow 30,000 liras from a Galata firm, at the moderate 
rate of interest of 45 per cent. per annum; while, to pay the men of the 
Black Sea Lifeboat and Rocket Service, the Minister for Foreign Affairs was 
compelled to beg Lord Dufferin to release some £4,000 of fees locked up 
at the British Consulate. 

It is stated that the principal of the Turkish debt amounts to 
$ 1,000,000,000, and the arrears of interest are about $ 325,000,000. It is 
proposed to scale the different classes of public loans, and bring them down 
to $ 530,000,000, at an interest not to exceed four per cent., with a sink- 
ing fund of not more than one per cent. Even on such a basis the prospects 
of ultimate payment are extremely poor. 


BARON ROTHSCHILD.—It is reported that the late Baron James Rothschild 
incurred losses on the Bourse in October amounting to 80,000,000 francs 
( $ 16,000,000 ), and that his anxiety caused the bursting of an aneurism from 
which death ensued. He was one of the best known of Parisian bibliophiles. 
Educated in the law, he very soon in mature life took up the enthusiasm of 
the Rothschild family for collecting works of art, and eventually his mind 
turned strongly, and almost wholly. to books. He presided over the society 
for publishing the works of old French authors and editing ancient manu- 
scripts, and was well known for his rare collections of books and fine bindings. 
For his wife he married a sister of the lady who became the wife of Sir 
Nathaniel de Rothschild, the present head of the Rothschilds in England. 
The father of these ladies was Baron Charles de Rothschild of Frankfort. 
The grandfather of the Rothschild who has just died was that Nathan Mayer 
de Rothschild who founded the English branch of the Rothschild house. On 
his mother’s side Baron James was descended from the Baron James of 
two generations past, whose death, ten years ago, removed a great social and 
financial light from the Paris world. 
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GENERAL ALFRED AUSTELL, of Atlanta, Ga., first and only president of 
the Atlantic National Bank since its organization in 1865 to the present time, 
dted at his house in Atlanta Dec. 7th, 1881, in the sixty-eighth year of his 
age. <A friend writes: ‘‘With him has passed for ever an old and long 
familiar landmark in our city, whose noble form and commanding presence 
will long be missed and regretted. Gen, Austell’s character and success in 
life was in every sense remarkable. he having risen from a plowboy to wealth, 
influence and honor, Unwavering in friendship, blameless in integrity, zealous 
for the advancement of truth and education, non-sectarian in his charities, 
true and devoted to his church, a fond father and indulgent husband, his loss 
must long be felt in our city. Yet to those who loved him best there is abid- 
ing consolation in the fact that even as his earthly accounts were all canceled, 
and every obligation filled to the letter of the law, so with his faith fixed on 
the Judge of All, he has passed to the presence of the Great Accountant to 
enter into the reward of a good and faithful servant.” 


CHARLES TOWNSEND COoIT, of Buffalo, who died the 11th of December, 
was born in Buffalo of a pioneer family, and went to Troy in 1844 to manage 
the Troy and Erie Transportation Company as a member of the firm of Ide & 
Coit. He returned to Buffalo in 1853 and became cashier of the International 
Bank, and, when the National bank act was passed, of the First National 
Bank. In 1879 he became president, and held the office till his death. He 
was a director of the Buffalo Gaslight Company, secretary and treasurer of 
the Akron Cement Company, and president of the Trustees of the First Pres- 
byterian Church. He was one of the most progressive business men in 
Western New York and wielded a large influence in mercantile affairs. 


G. A. MITHOFF, who, since December 6th, 1869, has been the president of 
the Hocking Valley National Bank, Lancaster, O., died the 2d of December 
last. He was born in Hanover, Germany, October Ist, 1813, and emigrated to 
America in 1829. He went to Ohio in 1840. 


Tracy R. Epson, founder of the American Bank Note Company, died at 
his residence in New York City, last month. He was born in Cooperstown, 
New York, December 12, 1809, and after leaving school was for a time en- 
gaged in commercial life. Then he went to Albany, where, with the firm of 
Rawdon, Clark & Co., he learned the business of engraving. He came to 
New York City in 1827, and became connected with the then leading firm in 
the engraving business, Rawdon, Wright, Hatch & Smillie. When the latter 
member retired, he became a member of the firm, whose name was changed 
to Rawdon, Wright. Hatch & Edson. Competition at that time was very 
sharp and profits small, and Mr. Edson called together the representatives of 
the then existing engraving firms and explained to them the advantages of a 
combination. So feasible were his plans, and so thoroughly business-like in 
their methods, that they were adopted, and in 1858 the American Bank Note 
Engraving Company sprang into existence. In the following year a rival, 
which had appeared in the firm of Edmonds, Jones & Smillie, was absorbed. 
Charles Tappan, of Philadelphia, was the first president of the concern, and 
Mr. Edson was a director and the leading spirit in the management. He was 
elected president on the retirement of Mr. Tappan, holding the position for 
three years, and it was through his efforts that the large contracts with the 
Government were secured. When he retired from the presidency he retained 
an active interest in the management of the concern until about six years ago, 
and did not retire until three years later from its directory. Mr. Edson 
branched out in other directions, paying especial attention to improvements in 
telegraphy and kindred enterprises. When celluloid was first brought to public 
attention, Mr. Edson became interested in it, saw a fortune in its manufacture, 
extended aid to its inventor, and organized the Celluloid Manufacturing Com- 
pany, of which he was president and a director at the time of his death. 
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NEW BANKS, BANKERS, AND SAVINGS BANKS. 
(Monthly List, continued from December No., page 485.) 


State. Place and Capital, Bank or Banker. N. Y. Correspondent and Cashier. 
aw Tome Crrv........ Gaeteld National Bamk... 8 cvcccccccese 
$ 200,000 Geo. H. Robinson, Pr, George F. Vail, Cas. 
Conn... Wallingford.... First National Bank....... = == ss ee ee eeee 
$ 100,000 Samuel Simpson, Pr, William H. Newton, Cas. 
|| * ee Chicago ....... Chicago National Bank.. National Park Bank, 
$ 300,000 John R. Walsh, Pr. Henry H. Nash, Cas. 
IND .... Logansport.... State National Bank...... American Exchange Nat’! Bk. 
$ 100,000 Wm. H. Johnson, /r. John C. Ingram, Cas. 
lowa... Lohrville...... EEE iccccs .  eheceeseawes 
# .. Manchester.... Henry Hutchinson........ Importers & Traders Nat. B’k. 
« .. Storm Lake.... First National Bank....... Jesup, Paton & Co. 
$ 50,000 James Harker, Pr. J. C. French, Cas. 


mawmess. Ouawe City .... Cunge City Bamk.....cccce = cwccccccvees 
T. B. Edwards, Pr. T. B. Haslam, Cas. 


MICH... East Tawas.... Benjamin Richards........ David Preston & Co., Detrozt. 
# .. Manistee....... Manistee National Bank.. American Exchange Nat’l B’k. 
$ 700,000 Richard G. Peters, Pr. George M. Burr, Cas. 
# .. Unionville..... i isk d ewes sadwunes Importers & Traders Nat. B’k. 
Mo...... Maitland ...... Farmers’ Bank........ ... Donnell, Lawson & Simpson. 
$ 70,000 Ernest F. Miller, Px. Charles T. Donovan, Cas. 
NEB.... Dorchester..... Bank of Dorchester....... Chemical National Bank. 
H. G. Smith, Pr. J. C. Thurston, Cas. 
# ..» Harvard....... Citizens’ Bank. (Updike & Titus) United States Nat’l Bank. 
w .-+ Oakdale....... GD BR sdcccsccess Omaha National Bank. 
: (Matheson & Evans) A. C. Tomer, Cas. 
- Wilber ........ Blue Valley Bank........ First National Bank. 
James Harvey, Pr. E. Ballard, Cas. 
N.H.... Lancaster...... Lancaster National Bank.. Nat’l B’k Redemption, Boston. 
$ 125,000 George R. Eaton, fr. Frank D. Hutchins, Cas. 
N. M... Bernalillo...... i, i ic cnccuiciiiios Donnell, Lawson & Simpson. 
N. Y.... Bolivar........ Bolivar Banking Co....... = _=_—«_s ceseccccccee 
$ 50,000 C. V. Barse, Pr. A. H. Marsh, Cas. 
. Stamford ...... National B’k of Stamford. a. 
$ 50,000 M. Fredenburg, /7. S. W. Hubbard, Cas. 
OHIO... Cincinnati..... Exchange National Bank., cn cc cece wees 
Francis Ferry, Pr. John M. Blair, Cas. 
# .. Columbus..... Commercial National B’k.. Importers & Traders Nat. B’k. 
F, C. Sessions, Pr. W. H. Albery, Cas. 
we “ ses PP Saééécatcss. .  seneneanones 
Louis Lindemann, Pr. Ph. Wm. Corzilius, Cas. 
> «« Becnsccas Winters National Bank.... Continental National Bank. 
$300,000 Jonathan H. Winters, Pr. nen C. Reber, Cas 
© 9s BED iecccees Spitzer, Wideman & Co.. Chase National Bank. 
VUram... Galt Lake City. First National Bamk....... | === ceccccccccce 
$ 100,000 H. S. Eldredge, Pr. H. S. Young, Cas. 
Wes.... Neemah........ |, eT Te ree 
65,000 Hiram Smith, Pr. R. P. Finney, Cas. 
« .. Shawano...... Shawano County Bank.. Traders’ Bank, Chécago. 


C, M. Upham, Pr. D. B. Andrews, Cas. 
Cee en ee ee 


LEGAL Ho.ipaAys.—The Banker’s Almanac and Register for 1882 will 
contain a summary of the laws of the various States respecting Legal Holidays. 
This is the first digest of these statutes ever made for publication, and will be 
a valuable addition to the ALMANAC. The work is now in press, and will be 
ready in a few days. Prospectus at end of this number. 
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CHANGES OF PRESIDENT AN CASHIER, 
( Monthly List, continued from December No., page 483.) 
Bank and Place. Elected, In place of 
SF ware. nee wale aerenenene Richard King, Pr....... H. F. Vail.* 
u Wm. W. Sherman, Cas.. R. King. 
” u Nat. Medhanies B’ kg Ass. George Everson, 4.C... = caeeceee 
er Chattahoochee Nat’! B’k .... \ R. M. Mulford, Cas...... H, W. Edwards. 
Columbus. C. H. Epping, 4. C...... R. M. Mulford. 
Iowa... Shelby County Bank........ ( W. E. Hazen, /........ a L. Harding. 
Harlan. {| George W. Frost, Cas... E. Hazen. 
ad . fas , , § Jonathan Cowgill, Pr.... Ms we Brooke. 
People’s Bank, West Liberty., 3 1 Brooke, Cas....... A. A. Ball. 
BBY. cose : ‘ . 
Northern Bank ye en John P. Ernst, Cas...... J. V. Guthrie. 
MD..... Farmers’ Nat. B’k, Annapolis.. J. Wirt Randall, Pr..... A. Randall.* 
# .. People’s Bank, Baltimore...... & Sp ©. oer E. A. Clabaugh.* 
Mass.... Central National Bank, Boston. Joseph W. Derby, Cas... L. W. Young. 
u .. Nat’l B’k of Republic u Avery Plumer, Pr....... H. O. Briggs.* 
Mo. .... First National Bank, Clinton.. W. D. Tyler, Cas...... . W. M. Doyle. 
James Brannum, /*Y..... A. P. Frowein. 
¢ + Henry County — -. A. P. Frowein, Cas...... W. D. Tyler. 
ee A te rrr 
. Charles L, Dahler, Cas.. H. D. Hauser 
MoNnrT .. First National Bank, Butte.. H. D. Hauser, /. 0 ee ee 
N. J.... National Union B’k, Dover.... George D. Meeker, Cas.. J. S. Treat. 
N. Y... Third National Bank, Buffalo. W. H. Stebbins, Cas .... S. A. Provoost, Jr.. 
Thomas Thornton, Pr... R. G. Stewart.* 
# . Bank of Commerce, Buffalo..4 H. G. Nolton, V. P...... T. Thornton. 
E. W. Hayes, Cas....... H. G. Nolton. 
” . Fredonia Nat’] B’k, Fredonia.. Chauncey Abbey, /7.... S. M. Clements. 
OHIO... Nat’l Lafayette and Bank of } . 
Commerce, Cincinnati. t 5, Vi. GREER, CR cncces  — swecenes 
“ . Third National Bank «4 Wm. Woods, Acting Pr. G. Wilshire. 
PENN... Harmony Nat’! B’k, Harmony. Jacob Dambach, /r..... E. Mellon. 
* .. Lancaster County > pei ok. . F. H. Breneman, Cas.... W. L. Peiper. 
ancaster. 
R.I.... R.1l. Hosp. Tr. Co., Providence, Alex. Farnum, /r....... W. Binney. 
Wis.... Rock Co. Nat’l B’k, Janesville. B. B. Eldredge, Pr...... S. W. Smith. 
a . Park Savings Bank, Madison.. M. R. Doyor, Pr........ J. B. Bowen.* 
* Deceased. 
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(Continued from December No., page 484.) 


Capital 
Name and Place. President and Cashier. Authorized, 
First National Bank............. James Harker, | 
Storm Lake, IOWA. J. C. French, $ 50,000 
State National Bank............ William H. Johnson, 
Logansport, IND. John C. Ingram, 100,000 
First National Bank ............ H. S. Eldredge, 
Ogden, UTAH. H. S. Young, 100,000 
Garfield National Bank......... George H. Robinson, 
New York City. George F, Vail, 200,000 
First National Bank............ Samuel Simpson, 
Wallingford, CONN. illiam H. Newton, 100,000 
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Capital 
No. Name and Place. President and Cashier Authorized. 
600 Lancaster National Bank....... George R. Eaton, 
Lancaster, N. H. Frank D. Hutchins, 125,000 
2601 Chicago National Bank........ John R. Walsh, 
Chicago, ILL. Henry H. Nash, 300,000 
2602 National Bank of Meander F a 
Stamford, N. Y. Seth W. Hubbard, 50,000 
2603 Manufacturers’ National Bank... Hiram Smith, 
Neenah, WIs. R. P. Finney, 65,000 
2604 Winters National Bank......... Jonathan H. Winters, ’ 
Dayton, OHIO. James C. Reber, 300,000 
2605 Commercial National Bank...... Frank C. Sessions, 
Columbus, OHIO. W. H. Albery, 200,000 
aan dnetiemeitl toon aeemmmeenee 


CHANGES, DISSOLUTIONS, ETC. 


(Monthly List, continued from December No., page 484.) 


NEw YORK CITY....... Island City Bank; now Garfield National Bank. Same 
management, 
e a » ...... Anthony, Poor & Oliphant; now Poor, Oliphant & Co 
James [I., Anthony retires. 
u Py oe siamo Cammann & Co.; Charles Schroder and Henry J. Cam- 
mann retire. 
u u oe weeme H. G. Stebbins & Co.; H. G. Stebbins deceased. Busi- 


ness continued by surviving partners. Same style. 


ALa.... Greensboro’.... D. F. McCrary ; succeeded by A. Lawson, 


BR. «.« GRO .cccccces Stout, Fisk & Co.; succeeded by Charles A. Fisk. 
CaL.... Poncho Springs Dewalt, Hartzell & Co.; closing at this point. 
ILL..... Hillsboro’...... Haskell, Harris & Co.; assigned. 
IND .... Logansport.... Logansport Banking Co.; now State National Bank. Same 
officers. 
e  - oa Wein decex First Nat’l Bank; now State Bank of Warsaw. W. C. 


Graves, Pr. A. O. Catlin, Cas. 


Iowa... New Hampton. Bank of New Hampton and ‘Chickasaw County Bank; 
consolidated as First National Bank. 


» .. Storm Lake... Storm Lake Bank; now First National Bank. Same Presi- 
dent. 
Kansas, Sabetha ........ Sabetha State Bank; paid capital increased to $32,060; 
surplus $1,500. 

« .. Washington.... Washington State Bank ; capital increased to $ 30,000. 

MICH... Benton Harbor. Higman & Co.; dissolved. Succeeded by Bank of Benton 
Harbor. 
. ee ee ere Biddle Market Savings Bank; consolidated with German- 
American Bank. 

e .. Kansas sail . Bank of Kansas City ; capital increased to $ 600,000, 

Pi .* ” . Whipple, Bros. & Co.; now Citizens’ National Bank. 

* . Serer. Bank of Slater; nowincorporated. Paid capital $ 20,000. 
Mont... Miles City..... Bank of Miles City (A. R. Nininger & Co.) ; suspended. 
Oun10... Columbus...... Commercial B’k ; now Commercial Nat’l. Same officers. 

© vo BMisnecess V. Winters & Son; now Winters National Bank. 

PENN... ow naa . Dunn, Smyth & Co. ; now Frank Smyth & Co. 

B- ” . Wernwag & Co.; ceasing banking business. 

«  .. Pittsburgh..... Semple & Jones ; now Semple & Thompson. 

Texas.. Austin......... Bremond & Co.; now State National Bank. Eugene Bre- 


mond, Pr. W.W. Bissell, V.P. E. T, Eggleston, Cas. 
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NOTES ON THE MONEY MARKET. 


NEW YORK, DECEMBER 30, 1881. 


Exchange on London at sixty days’ sight, 4.81 ” gold. 


Rates for money have ruled high throughout the month, although the market 
was somewhat easier about the middle, owing to disbursements by the Treas- 
ury, a diminution in the drain of money to the interior and a slackening of 
** bull” speculation, The ease was only of short duration; the numerous 
seekers after accommodations to meet indebtedness accruing early in the new 
year, the increase of remittances to the interior, and the heavy sums still de- 
manded by speculators, had their effect in advancing rates. Indeed, the de- 
mand for money by speculators has been so great that lenders have preferred 
to put their money out in that way to placing it on time. This has caused 
considerable inconvenience to legitimate trade, and served to check it to some 
extent. It is not a healthy condition of things when speculators can afford to 
pay more for money than those engaged in legitimate business, but this is the 
situation now. Doubtless the many failures of late have led to a more careful 
scrutiny of the paper offered, yet even the very best indorsed paper has lately 
been negotiated only at 6 to 6% per cent. These figures would quickly drop 
were any considerable portion of the money now employed in speculation with- 
drawn from such employment. 

The Secretary of the Treasury has made a strong effort to induce the holders 
of the continued sixes to present them for payment, but he has not been very 
successful. Even the rebate of interest offered has failed to draw forth these 
securities. The reason is supposed to be that the outstanding bonds are in 
the hands of private individuals who are retaining them until after the assess- 
ment on the 2d of January, when it is believed they will come more freely 
into the market. 

Foreign exchange is against this country, and the imports of specie are very 
light. It is asserted that quite heavy purchases of American securities for 
European account have been made during the month, which may have the 
effect of increasing the shipments of gold. Exports continue on so light a 
scale that only a small balance is due for them, though it may be questioned 
whether the high prices which now retard the outfow of our breadstuffs will 
remain much longer unshaken, It is certain that we have a large surplus to 
spare, it is equally certain that European nations are drawing their supplies 
from other shores than the United States, and these facts are so patent that 
sooner or later, and probably sooner, a break in prices must come, and a very 
much wider one than that which occurred a few weeks ago. 

The bank reserves are a little stronger than they were in the beginning of 
the month, and the banks retain their full amount of gold, but it is evident 
that a very large amount has been absorbed in the country; for the imports of 
the last few years and the amount always kept in the Treasury have been very 
much greater than the visible supply now in the possession of the Government 
and the banks, 
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The Mechanics’ National Bank at Newark and the Pacific of Boston have 
sought to arrange their affairs with the view of resuming business, but thus far 
their efforts have not been successful. The more thoroughly the affairs of the 
Pacific are investigated the worse they appear; and the amount needed to 
resume operations is so large that the doubt increases as to its being raised. 
In respect to the other bank, there seem to be some difficulties in the way of 
——- the concern from the hands of the receiver, although there is none 
as to the amount of money which parties interested are willing to pay to close 
this sad chapter of banking history. 

There has been a sharp decline in the price of railroad stocks. The opinion 
has been growing that these were selling far above their true value; and the 
continuance of the railroad war among the trunk lines, and the marked effect 
it had produced on the net earnings of the Vanderbilt lines, as shown in their 
recent annual reports, were sufficient grounds to cause a decline of prices, not 
only of these roads but of the entire list. It is true, however, that the 
non-paying properties have suffered the worst, but there is not much con- 
fidence in the market at present, and a still further yielding of prices is 
expected. 

Progress has been made toward adjusting the State obligations of Minnesota 
and Tennessee. The Supreme Court of the latter State has advanced on the 
docket the motion of the Funding Board to dissolve the injunction against 
funding the State debt, and the case will be heard the 17th of January. In 
Minnesota, the application of a citizen for an injunction to restrain the Governor 
from issuing bonds under the law recently passed by the Legislature has been 
denied by the court. There is a hopeful indication that in both States their 
obligations will be settled without much more delay. 

The affairs of the Bank of France are causing no little discussion among French 
financial writers. An article recently appeared in the Dedats, evidently written 
by M. Leon Say, in which he justified the bank for keeping its rate of discount 
at five per cent., and for not purchasing gold abrodd. The bank bought gold 
in 1847, ’55 and ’57, under the governorship of M. d’ Argout, but the facility 
for purchasing at those times was very different from the pgesent situation. The 
rage for speculation in Paris has been so great and the loans from the usual 
sources have been so enormously expanded, besides an increase of $ 140,000,000 
at the Bank of France, that the time would seem to have fully come for check- 
ing a business which in the end is sure to prove disastrous, 





The reports of the New York Clearing-house banks compare as follows : 


1881. Loans. Specie. Legal Tenders. Deposits. Circulation. Surplus. 

Dec. 3... $315,321,700 . $55,316,800 . $15,861,700 . $ 286,437,500 . $20,138,200 . * $430,875 

‘* 10... 314,788,900 . 54,858,900 - 15,740,400 . 286,245,100 . 20,236,400 . * 961,975 

17 +. 312,978,400 . 5,222,200 . 15,738,500 . 284,927,600 » 20,127,800 . * 271,200 

24..+ 313,464,100 . 57,390,100 . 16,015,300 . 287,448,400 . 20,125,800 . 1,543,300 
* Deficiency. 


és 


The Boston bank statement for the past four weeks is as follows: 


1881. Loans. Specte. Legal Tenders. Deposits. Circulation, 
Dec. 3...cc0 $149,:997;900 .... $7,843,400 ... $4,195,800 .-.- $96,219,100 .... $ 32,106,600 
&  1O.e.s008 149,738,100 +eee 8,165,300 «+++ 4,496,000 .... 95,889,800 .... 32,033,600 
P Wissen 149,899,200 +02 8,036,400 .... 4,477,200 «se0e 95,221,300 1... 32,180,000 


a eee 150,957,400 -.0e 7,785,800 ..++ 47669,500 eee 94,765,800 ..++ 32,302,300 
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The Clearing-House exhibit of the Philadelphia banks is as annexed : 


i881. Loans. Reserves. Deposits. Circulation. 
BPSC. Bp. rceccee $ 73,967,607 seee $17,994,094 wees $65,662,364 wees $11,132,670 
eae TIT TTTe 74,064,739 sees —«:179923,228 wese 64,519,726 alae 11,146,270 
eT  Biikesseces 74,254,565 —P 17,498,526 ‘on 64,786,823 vee 11,136,720 
**  2hee seeee 74,418,388 sees 16,706,348 sees 64,039,669 eee 11,117,528 


We append the usual quotations of leading stocks for the month : @ 


QUOTATIONS : Dec. 7. Dec. 14 Dec. 22. Dec. 30. 
U. S. 6s, 1881, Coup... 10014 oe 100% .. 100%, .. 101% 
U.S. 4%s, 1891, Coup. 114% .«. 114% .. 114% .. 114% 
U.S. 4s, 1907, Coup... 18% te. 1185 .. 118% .. 118% 
West. Union Tel. Co.. 85 “ 865% .. 78% .. 80% 
N. Y. C. & Hudson R. 138% .. 138% .. 132% ~«. 132 
ae 121% .. 120% -. 116% se. 1164 
Chicago & Rock Island 134 oe 134% -- 133 ss 131% 
New Jersey Central... 95% .- 95% .- 835% .. 92% 
Del., Lack. & West.... 127% ° 127% +. 126 - 127% 
Delaware & Hudson.. 107 - 107% + 1064... 108% 
BE dncnncceseoens 69 ‘ 683, .. So .«. 69 
North Western........ 12745... 124% -- 123% =. 126% 
Pacific Mail........+- 44% 445%8 «> a 42 
Bile. coccccccccsscocce 4538 +s 45% .-. 41 - 41% 
NOD 66. ccecccces 6@ 6% .. 6 @ 6% . 6 @ 6% .. 6@ 6% 
Call Loans...ccccccces 6 oe 6 ss 6 - 6 
Bills on London....... 4.804,@4.84Y%.. 4.81@4.85 . 4.80% @4.84Y% 4.801 @4.84Y% 
Treasury balances,coin § 86,286,691 .. $89,466,570 -- $84,215,225-- $84,352,810 

Do. do. cur. $4,594,365 -- $4,697,879 -- $4,448,644.- $4,310,739 

ERA a se 
DEATHS. 


At ATLANTA, Ga,, on December 7th, aged sixty-three years, ALFRED AUS- 
TELL, President of the Atlanta National Bank, 

At SLIPPERY ROCK, Pa., on November 15th, aged thirty-nine years, A. T. 
Barb, Cashier of the Centerville Savings Bank. 

At BosToNn, Mass., on December 6th, aged fifty-seven years, HARRISON O. 
BriccGs, President of the National Bank of the Republic, of Boston. 

At BurraLo, N.Y., on December 11th, aged sixty-two years, CHARLES 
TOWNSEND COIT, President of the First National Bank. 

At BROWNSVILLE, Pa., on November 23d, aged sixty-three years, WILLIAM 
CoTTON, President of the National Deposit Bank. 

At LANCASTER, Ohio, on December 2d, aged sixty-eight years, G. A. MIT- 
HOFF, President of the Hocking Valley National Bank. 

At GReaT FALts, N.H., on November 25th, aged sixty-six years, SAMUEL 
S. RoLLINs, Cashier of the Somersworth National Bank. 








